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ISTRATION.  DEPARTMENT  OF  TRANS¬ 
PORTATION 

(Docket  No.  13545;  Arndt.  No.  152-2] 

PART  152— AIRPORT  AID  PROGRAM 
Revised  Requirements  for  Administration 

The  purpose  of  this  amendment  to 
Part  152  of  the  Federal  Aviation  Regula¬ 
tions  is  to  implement  certain  revised 
requirements  for  administering  grants- 
in-aid  to  State  and  local  governments 
under  the  Airport  and  Airway  Develop¬ 
ment  Act  of  1970. 

This  amendment  is  based  on  a  notice 
of  proposed  rule  making  (Notice  No.  74- 
7)  issued  on  Fdaruary  14,  1974  and  pub¬ 
lished  in  the  Federal  Register  on  Febru¬ 
ary  21,  1974  (39  FR  6674).  Interested 
persons  have  been  afforded  an  oppor¬ 
tunity  to  participate  in  the  making  of 
these  amendments,  and  due  consider¬ 
ation  has  been  given  to  all  comments 
received  in  response  to  that  notice. 

The  basis  for  these  revised  adminis¬ 
trative  requirements  is  Office  of  Manage¬ 
ment  and  Budget  (OMB)  Circular  A-102 
dated  October  19,  1971  (with  supple¬ 
menting  Transmittal  Memorandums 
dated  January  25,  1972  and  September  8, 
1972),  and  OMB  Circular  A-87  dated 
May  9,  1968  (amended  by  Transmittal 
Memorandum  No.  1  dated  June  17, 1970). 

OMB  Circular  A-102  promulgated  At¬ 
tachments  A  through  O  containing 
standards  for  establishing  consistency 
and  imiformity  among  Federal  agencies 
in  the  administration  of  grants  to  State 
and  local  governments.  Also  included  in 
the  Circular  are  standards  to  insure  the 
consistent  implementation  of  sections 
202,  203,  and  204  of  the  Intergovern¬ 
mental  Cooperation  Act  of  1968  (82  Stat. 
1101). 

By  memorandum  of  March  27, 1969,  to 
the  Office  of  Management  and  Budget, 
and  to  ten  Federal  agencies  engaged  in 
domestic  grant-in-aid  programs,  the 
President  ordered  a  three-year  effort  to 
simplify,  standardize,  decentralize  and 
otherwise  modernize  the  Federal  grant 
machinery.  The  standards  subsequently 
developed  and  included  in  the  attach¬ 
ments  to  OMB  Circular  A-102  will  re¬ 
place  a  multitude  of  varying  and  some¬ 
times  conflicting  requirements  in  the 
same  or  similar  subject  matters  which 
have  been  burdensome  to  State  and  local 
governments.  Inherent  in  this  standardi¬ 
zation  process  is  the  concept  of  placing 
greater  reliance  on  State  and  local  gov¬ 
ernments.  In  addition.  The  Intergovern¬ 
mental  Cooperation  Act  of  1968  was 
passed,  in  part,  for  the  purposes  of:  (1) 
Achieving  the  fullest  cooperation  and 
coordination  of  activities  among  levels  of 
government;  (2)  improving  the  adminis¬ 
tration  of  grants-in-aid  to  tiie  States; 
and  (3)  establishing  coordinated  inter¬ 
governmental  policy  and  administration 
of  Federal  assistance  programs.  This  Act 
provided  certain  basic  policies  pertaining 
to  administrative  requirements  to  be  im¬ 
posed  upon  the  States  as  a  condition  to 


receiving  Federal  grants.  The  Imple¬ 
menting  instructions  of  these  policies 
were  initially  issued  in  OMB  Circular 
A-96  dated  August  29,  1969.  OMB  Cir¬ 
cular  A-102  modifies  Uiese  instructions 
in  the  interest  of  achieving  further  con¬ 
sistency  in  implementing  that  Act. 

OMB  Circular  A-102  Includes  15  at¬ 
tachments,  Attachments  A  through  O, 
each  of  which  prescribes  standards  for 
a  separate  area  of  grant  administration, 
as  follows: 

Attachment  A — Cash  Depositories 
Attachment  B — Bonding  and  Insurance 
Attachment  C — Retention  and  Custodial 
Requirements  for  Records 
Attachment  D — Waiver  of  “Single”  State 
Agency  Requirements 
Attachment  E — Program  Income 
Attachment  F — Matching  Share 
Attachment  Q — Standards  for  Grantee  Fi¬ 
nancial  Management  Sys¬ 
tems 

Attachment  H — Financial  Reporting  Re¬ 
quirements 

Attachment  I — Monitoring  and  Reporting  of 
Program  Performance 

Attachment  J — Grant  Payment  Require¬ 
ments 

Attachment  K — Budget  Revision  Procedures 
Attachment  L — Grant  Closeout  Procedures 
Attachment  M — Standard  Forms  for  Apply¬ 
ing  for  Federal  Assistance 
Attachment  N — Property  Management 
Standards 

Attachment  O — Procurement  Standards 

OMB  Circular  A-87  prcxnulgates  prin¬ 
ciples  and  standards  for  determining 
costs  applicable  to  grants  and  contracts 
with  State  and  local  governments.  They 
are  designed  to  provide  the  basis  for  a 
uniform  approach  to  the  problem  of  de¬ 
termining  costs  and  to  promote  efficiency 
and  better  relationships  between  grant¬ 
ees  and  their  Federal  counterparts. 

To  the  extent  that  OMB  Circulars 
A-102  and  A-87  are  directive  upon  the 
FAA,  those  requirements  have  been,  or 
will  be,  implemented  by  internal  direc¬ 
tive  or  policy  guidance.  Standards  and 
requirements  applicable  to  sponsors  or 
grantees  are  to  be  implemented  by 
amendments  to  appropriate  sections  of 
Part  152  of  the  Federal  Aviation  Regu¬ 
lations.  and  by  including  certain  of  the 
material  as  appendices  to  Part  152.  For 
convenience  and  clarity,  OMB  Circular 
A-87  and  Attachments  G,  N,  and  O  of 
OMB  Circular  A-102,  have  been  edited 
and  appear  as  Appendix  J,  K,  L,  and  M, 
respectively,  of  Part  152.  In  general,  only 
those  portions  which  are  directive  upon 
Federal  agencies  have  been  deleted  as 
superfluous  for  the  purposes  of  Part  152. 

This  amendment  implements  a  num¬ 
ber  of  signiflcaht  changes  in  grant  ad¬ 
ministration.  A  brief  discussion  of  major 
changes  is  set  forth  below : 

Appiendix  J,  which  is  derived  from 
OMB  Circular  A-87,  prescribes  principles 
and  standards  for  determining  costs  ap¬ 
plicable  to  grants  and  contracts  with 
State  and  local  governments,  and  will 
allow  under  the  Planning  Grant  Pro¬ 
gram  certain  indirect  costs,  principally 
certain  administrative  costs,  and  require 
sponsors  to  support  such  costs  by  means 
of  a  cost  allocation  plan  or  indirect  cost 
proposal. 


AiH>endlx  K,  which  is  derived  from 
Attachment  G  to  OMB  Circular  A-102, 
prescribed  standards  for  financial  man¬ 
agement  systems  required  to  be  estab¬ 
lished  and  maintained  by  sponsors. 

AiY>aidix  L,  which  is  derived  from  At¬ 
tachment  N  to  OMB  Circular  A-102,  pre¬ 
scribes  uniform  standards  governing  the 
utilization  and  disposition  of  property 
furnished  by  the  Federal  Government  or 
acquired  in  whole  or  in  part  with  Fed¬ 
eral  funds  by  State  and  local  govern¬ 
ments. 

Appendix  M,  which  is  derived  from 
Attachment  O  of  OMB  Circular  A-102, 
provides  standards  for  use  by  State  and 
local  governments  in  establishing  pro¬ 
cedures  for  the  procurement  of  supplies, 
equiiunent,  construction,  and  other  serv¬ 
ices  with  Federal  grant  funds. 

New  application  and  pasonent  forms 
are  implemented  by  this  amendment, 
nie  grant  agreement  form  currently  in 
use  would  continue  to  be  used. 

Revised  grant  payment  procedures  are 
provided  for.  Generally,  reimbursement 
up  to  the  full  amount  of  the  grant  with¬ 
out  audit  may  be  made  where  allowabil¬ 
ity  of  costs  can  be  determined  prior  to 
audit,  and  partial  grant  payments  could 
be  made  as  advance  pasrments,  under 
certain  conditions,  up  to  90  percent  of  the 
estimated  United  States’  share  of  project 
costs  or  the  grant  amount. 

ProvisiOTis  for  withholding  of  grant 
payments  under  certain  conditions,  and 
for  suspension  and  termination  of  grants 
for  cause  or  convenience,  and  for  re¬ 
questing  reconsideration  of  suspension 
or  termination  actions  by  the  Adminis¬ 
trator  are  included. 

Information  and  data  previously  re¬ 
quired  to  be  sutNnitted  in  the  summary 
of  project  costs  and  in  periodic  estimates 
will  now  be  submitted  in  periodic  finan¬ 
cial  reports  (requests  for  pajonent)  and 
in  program,  performance  reports. 

Under  the  planning  grant  program, 
advance  payments  may  be  made  by 
letters  of  credit  or  by  Treasury  check, 
imder  certain  conditions,  up  to  the  full 
amoimt  of  the  grant  agreement. 

Real  property  d(»iated  to  the  sponsor 
by  another  public  agency,  and  previously 
not  an  allowable  project  cost,  will  now 
be  an  allowable  project  cost,  subject  to 
the  limitations  of  §  152.45(d)  of  Part 
152. 

Copies  of  OMB  Circular  A-102  and 
OMB  Circular  A-87  may  be  obtained 
from  FAA  Airports  District  offices  and 
FAA  Regional  offices. 

By  Executive  Order  dated  May  9,  1973, 
the  President  transferred  certain  func¬ 
tions  of  the  Office  of  Management  and 
Budget  relating  to  financial  and  property 
management  to  the  Secretary  of  Com¬ 
merce  and  the  Administrator  of  the  Gen¬ 
eral  Services  Administration.  Pursuant 
to  that  Order  (which  supersedes  Execu¬ 
tive  Order  11541  of  July  1,  1970  to  the 
extent  that  it  is  inconsistent  therewith) 
the  program  administration  standards 
promulgated  by  OMB  Circulars  A-87  and 
A-102  are  now  administered  by  the  Ad¬ 
ministrator  of  the  General  Services 
Administration. 
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In  the  interest  of  Oovemment-wlde 
grant-ln-aid  program  iinlformity.  devia¬ 
tion  from  the  requiremoits  of  OMB  Cir¬ 
cular  A-102  and  A-87  will  be  permitted 
only  in  exceptional  cases  and  where  ade¬ 
quate  Justification  can  be  presented  to 
the  Administrator  of  the  General  Serv¬ 
ices  Administration.  However,  as  indi¬ 
cated  in  Notice  74-7,  recommendations 
for  change  or  amendment  will  be,  and 
have  been,  carefully  considered,  and  to 
the  extent  that  such  changes  or  amend¬ 
ments  are  permitted  by  existing  law  and 
aimear  to  offm-  benefits  in  program  ad¬ 
ministration.  recommendations  will  be 
made  to  the  Office  of  the  Secretary  of 
Transportation. 

A  substantial  portion  of  comments  re¬ 
ceived  in  response  to  Notice  No.  74-7  rec¬ 
ommended  changes  or  amendments 
which  would  be  at  variance  with  the 
standards  and  procedures  contained  in 
OMB  Circulars  A-87  and  A-102,  and  are 
not  feasible  within  the  constraint  of  gov¬ 
ernment- wide  grant-in-aid  program  uni- 
fonnlty.  Consideration  of  these  recom¬ 
mendations  wUl  be  continued  in  the  light 
of  program  experience,  and  with  a  view 
to  future  rulemaking  and  implementa¬ 
tion,  where  program  deficiencies  become 
apparent. 

In  this  connectkm,  and  in  response  to 
related  comments,  the  FAA  is  initiating 
a  review  of  current  advance  payment 
procedures  in  the  interest  of  expediting 
such  payments  to  sponsors.  The  feasi¬ 
bility  of  utilizing  letters  of  credit,  in  the 
case  of  qxmsors  who  qualify  under  Uie 
provisions  of  Attachment  J  of  OMB  Cir¬ 
cular  A-102,  is  included  in  that  review. 

In  response  to  comments  received,  and 
In  the  Interest  of  clarity  and  conform¬ 
ance  with  OMB  Circulars  A-87  and  A- 
102,  a  number  of  minor  changes  from 
the  amendmmits  proposed  have  been 
made,  as  f(^ows: 

Section  152.47(a)(8)  has  been  re¬ 
worded  to  make  it  clear  that  only  ‘‘di¬ 
rect”  costs  are  allowable  project  costs; 
the  word  “specifically,”  proposed  to  be 
deleted,  is  retained. 

Sectkm  152.51(a) ,  relating  to  contract¬ 
ing  requirements  has  been  amplified  for 
clarity  and  to  conform  with  OMB  Circu¬ 
lar  A-102  to  Include  a  statement  of  re¬ 
quirements  relating  to  construction  bids. 

Sections  152.63  (c)  and  (d).  and  152.- 
143(b)  have  been  changed  to  provide  for 
a  more  definite  date  for  the  commence¬ 
ment  of  the  record  retention  period. 

Sections  152.63(e)  and  152.143(c)  have 
been  changed  to  delete  the  proposed  re¬ 
quirement  for  transfer  of  custo^  of  cer¬ 
tain  records  with  long  term  retention 
value,  since  that  requirement  appears  to 
be  excessive  to  the  requirements  of  A- 
102  and  local  law  in  some  instances  may 
prohibit  such  transfer  of  custody. 

Sections  152.69(c)  and  152.141(c)  have 
been  changed  to  conform  with  A-102  to 
make  It  clear  that  cash  advances  will  be 
made  as  close  as  administratively  possi¬ 
ble  to  actual  disbursements  by  the  spon¬ 
sor. 

Section  152.69(d) ,  relating  to  the  with¬ 
holding  of  pmrments,  has  been  changed 
by  deleting  the  term  “lu-ogram  objec¬ 
tives,”  as  vague  and  redundant. 


Section  152.136,  relating  to  contracting 
requironents  for  planning  grants  and 
preaward  review,  has  bemi  changed  to 
conform  with  the  requiranents  w- 
pUctdtle  to  development  grants  specified 
In  i  152.53. 

Paragraph  E.2.C.  of  Appendix  J  has 
been  reworded  to  make  It  clear  that  <mly 
those  costs  incurred  specifically  for  the 
purpose  of  the  grant  are  allowable. 

Paragraph  3.(0  (6)  (tf  Appendix  M  has 
been  changed  to  make  it  clear  that  pro¬ 
curements  may  be  negotiated  in  any  of 
the  stated  circmnstances,  and  that  not 
all  conditions  must  be  met.  A  number  of 
editorial  corrections  have  also  been  made 
In  Appendix  M. 

This  amendment  Is  made  under  the 
authority  of  sections  11  through  27  of  the 
Airport  and  Airway  Devel(H>ment  Act  of 
1970  (84  Stat.  220-233),  and  S  1.47(g)  of 
the  Regulations  (rf  the  Office  of  the  Sec- 
retary  of  Transportation  (49  CFR 
i  1.47(g)). 

In  consideration  of  the  foregoing.  Part 
152  of  the  Federal  Aviation  Regulations 
Is  amended,  effective  July  1,  1974,  as  set 
forth  below. 

Issued  in  Washington,  D.C..  on  May 
24, 1974. 

ALEXANDES  P.  BUTTERnELD, 

Administrator. 

1.  By  amending  {  152.23  as  follows: 

a.  By  revising  the  section  heading  and 
amending  the  Introductory  portion  of 
paragri4)h  (a),  and  by  Inserting  a  new 
subparagraph  (1),  to  read  as  follows: 

§  152.23  Procedures:  preapplication  for 
aid ;  accompanying  information. 

(a)  Preapplication  for  aid.  An  eligible 
sponsor  that  desires  to  obtain  Federal  aid 
for  eligible  airport  development  must 
submit  to  the  appropriate  FAA  office 
(Airports  District  Office  having  jurisdic¬ 
tion  over  the  area  where  the  sponsor  is 
located,  or.  where  there  is  no  such  office, 
the  regional  office  having  that  jurisdic¬ 
tion)  a  preapplication  on  FAA  Form 
510()-30,  accompanied  by  the  following: 

(1)  A  list  of  the  items  of  airport  de¬ 
velopment  requested  for  programming, 
including  an  itemized  estimated  cost  oi 
such  work.  A  sketch  or  sketches  of  the 
airport  layout  should  be  prepared  in¬ 
dicating  thereon  by  appropriate  legend, 
the  location  of  each  It^  oi  work  pro¬ 
posed.  using  the  same  item  numbers  as 
set  forth  in  the  itemization  listing. 

b.  By  amending  subparagraph  (4)  (1) 
by  changing  the  reference  “FAA  Form 
5100-3”  to  “FAA  Form  5100-30.” 

c.  By  renximbering  paragraidu  (a) 
(1).  (2),  (3),  (4),  (5).  (6).  (7).  as  para¬ 
graphs  (a)  (2).  (3).  (4).  (5),  (6).  (7), 
and  (8) ,  respectively. 

§  152.25  [Amended] 

2.  By  amending  paragraph  (a)  of 
i  152.25  by  changing  the  reference  “FAA 
Form  6100-10”  to  “FAA  Form  5100-100.” 

§  152.29  [Amended] 

3.  By  amending  paragraph  (a)  of 
S  152.29  deleting  the  word  “contains” 
in  the  second  sentence  and  by  substitut¬ 


ing  in  lieu  thereof  tiie  words  “maist 
Include.” 

§  152.47  [Amended] 

4.  By  amending  i  152.47  as  follows: 

a.  By  amending  paragraph  (a)  (8)  by 
inserting  the  wmxi  “direct”  following  the 
word  “incidental.” 

b.  By  deleting  paragraph  (b)  (5)  and 
by  renumbering  subparagraph  (b)  (6)  as 
subparagraph  (b)  (5) . 

c.  By  adding  a  new  paragraph  (c)  (6) 
to  read  as  follows: 

(6)  Be  a  direct  cost  determined  in  ac¬ 
cordance  with  the  cost  principles  for 
States  and  local  governments  in  Ap¬ 
pendix  J  of  this  part. 

5.  By  amending  {  152.51  as  f(^ows: 

a.  By  amending  the  section  heading 
and  by  Inserting  a  new  paragraph  (a) 
to  read  as  follows: 

§  152.51  Contracting  requirements:  per* 
formance  of  construction  work;  gen* 
eral  requirements. 

(a)  Contracting  requirements.  Each 
contract  under  a  project  must  meet  the 
requirements  of  local  law  and  the  re¬ 
quirements  and  standards  contained  in 
Appendix  M  of  this  part.  The  sponsor 
shall  establish  procedures  for  procure¬ 
ment  of  supplies,  equipment,  construc¬ 
tion.  and  other  services  funded  under 
tile  project  which  meet  the  requirements 
of  Appendix  M.  All  bids  for  construction 
or  facility  Improvement  in  excess  of 
$100,000  shall  be  accompanied  by  a  bid 
guarantee  consisting  of  a  firm  commit¬ 
ment  such  as  a  bid  bond,  certified  check 
or  other  negotiable  instrument  equiva¬ 
lent  to  five  percent  of  the  bid  price  as 
assurance  that  the  bidder  will,  upon  ac¬ 
ceptance  of  his  bid,  execute  such  con¬ 
tractual  documents  as  may  be  required 
within  the  time  specified. 

•  *  «  #  • 

b.  By  deleting  paragraph  (b)  and  by 
redesignating  paragraph  (a)  as  para¬ 
graph  (b). 

§  152.53  [Amended] 

6.  By  amending  S  152.53  as  follows: 

a.  By  amending  paragraph  (a)  by 
deleting  the  figures  “$2,000”  that  appear 
in  the  first  sentence  and  by  substituting 
in  lieu  thereof  the  figures  “$2,500.” 

b.  By  deleting  the  words  “and  that  the 
contract  conforms  to  the  sponsor’s  grant 
agreement  with  the  United  States”  which 
appear  at  the  end  of  the  first  sentence 
In  paragraph  (e). 

c.  By  amending  paragraph  (e)  by  add¬ 
ing  the  following  at  the  end  thereof: 

(e)  *  *  *  A  sponsor’s  proposed  con¬ 
tract  must  have  preaward  review  and 
approval  of  the  FAA  in  any  of  the  fol¬ 
lowing  circumstances : 

(1)  The  sponsor  has  not  complied  with 
the  standards  of  Appendix  M  oi  this  part. 

(2)  The  contract  is  proposed  to  be 
awarded  on  a  sole-soiuxe  basis  and  is 
expected  to  exceed  $5,000. 

(3)  The  proposed  contract  is  expected 
to  exceed  $M0.00O. 

(4)  The  sponsor  has  not  previonsly  re¬ 
ceived  a  grant  from  the  DQMrtment  of 
Trani^rtation. 
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(5)  The  PAA  requests  that  the  pro¬ 
posed  contract  be  submitted  for  pre¬ 
award  review  and  approval. 

7.  By  revising  S  152.63  to  read  as 
follows: 

§  152.63  Financial  management  sya* 
terns:  accounting  and  audit  of  spon¬ 
sor  and  contractor  records. 

(a)  Financial  management  system. 
Each  sponsor  shall  establish  and  main¬ 
tain  a  financial  management  system  that 
meets  the  standards  of  Appendix  K  of 
this  Part. 

(b)  Accounting  records.  Each  sponsor 
shall  establish  and  maintain,  for  each 
individual  project,  an  adequate  account¬ 
ing  record  to  allow  appropriate  person¬ 
nel  of  the  FAA  to  determine  all  funds 
received  (including  fimds  of  the  spon¬ 
sor  and  fluids  received  from  the  United 
States  or  other  sources),  and  to  deter¬ 
mine  the  allowability  of  all  incurred  costs 
of  the  project.  The  sponsor  shall  seg¬ 
regate  and  group  project  cost  so  that  it 
can  furnish,  on  due  notice,  cost  infor¬ 
mation  in  the  following  cost  clsissiflca- 
tions: 

(1)  Purchase  price  or  value  of  land. 

(2)  Cost  of  relocation  payment  and 
assistance. 

(3)  Incidental  costs  of  land  acquisi¬ 
tion. 

(4)  CTosts  of  contract  construction. 

(5)  Cost  of  force  account  construc¬ 
tion. 

(6)  Engineering  costs  of  plans  and 
designs. 

(7)  Engineering  costs  of  supervision 
and  inspection. 

(8)  Other  administrative  costs. 

(c)  Documentary  evidence.  The  spon¬ 
sor  shall  obtain  and  retain,  for  a  period 
of  three  (3)  years  after  the  date  of  the 
submission  of  the  final  expenditure  re¬ 
port,  documentary  evidence  such  as  in¬ 
voices,  cost  estimates,  and  payrolls  sup¬ 
porting  each  item  of  project  costs. 

(d)  Retention  of  evidence  of  payment. 
The  sponsor  shall  retain,  for  a  period  of 
three  (3)  years  after  the  date  of  the  sub¬ 
mission  of  the  final  expenditure  report, 
evidence  of  all  payments  for  items  of 
project  costs  including  vouchers,  can¬ 
celled  checks  or  warrants,  and  receipts 
for  cash  pajmients. 

(e)  Availability  of  records.  The  spon¬ 
sor  shall  allow  the  Administrator  and  the 
Comptroller  CJeneral  of  the  United 
States,  or  an  authorized  representative  of 
either  of  them,  access  to  any  of  its  books, 
documents,  papers,  and  records  that  are 
pertinent  to  grants  received  under  the 
Airport  Development  Aid  Program  for 
the  purposes  of  accounting  and  audit. 
Appropriate  FAA  personnel  may  make 
progress  audits  at  any  time  during  the 
project,  upon  notice  to  the  sponsor.  If 
audit  findings  have  not  been  resolved, 
records  shall  be  retained  until  such  find¬ 
ings  have  been  resolved.  Records  for  non¬ 
expendable  property  which  was  acquired 
with  Federal  funds  shall  be  retained  for 
3  years  after  final  disposition  of  the  prop¬ 
erty.  Microfilm  co^y  of  original  records 
may  be  substituted  for  original  records 
with  the  approval  of  the  FAA.  If  the  FAA 
determines  that  certain  records  have 


long-term  retentlcm  value,  the  FAA  shall 
request  transfer  of  custody  of  those  rec¬ 
ords  tx)  the  FAA. 

(f)  Availability  of  contractor’s  rec¬ 
ords.  The  spcmsor  shall  include  in  each 
contract  of  the  cost-reimbursable  type 
a  clause  which  allows  the  Administrator 
and  the  Comptroller  (General  of  the 
United  States,  or  an  authorized  repre¬ 
sentative  of  either,  access  to  the  contrac¬ 
tor’s  records  pertinent  to  the  contract 
for  the  purposes  of  accounting  and  audit. 

(g)  Property  management  standards. 
The  sponsor  shall  establish  and  maintain 
property  management  standards  for  the 
utilization  and  disposition  of  property 
furnished  by  the  Federal  government  or 
acquired  in  whole  or  in  part  with  Federal 
funds  by  the  sponsor  in  accordance  with 
Appiendix  L  of  this  part. 

8.  By  adding  a  new  S  152.64  to  read  as 
follows: 

§  152.64  ISoncompliance  with  condi¬ 
tions  of  grant:  suspension  or  termi¬ 
nation  of  grant. 

(a)  Suspension  of  grant.  If  the  spon¬ 
sor  fails  to  comply  ^th  the  conditions  of 
the  grant,  the  FAa  may,  by  written  no¬ 
tice  to  the  sponsor,  suspend  the  grant 
and  withhold  further  payments  pending 
corrective  action  by  the  sponsor  or  a  de¬ 
cision  to  terminate  the  grant.  After  re¬ 
ceipt  of  notice  of  suspension,  the  sponsor 
may  not  incur  additional  obligations  of 
grant  funds  during  the  suspension.  All 
necessary  and  proper  costs  which  the 
sponsor  could  not  reasonably  avoid  dur¬ 
ing  the  period  of  suspension  will  be  al¬ 
lowed.  if  such  costs  are  in  accordance 
with  Appendix  J  of  this  part. 

(b)  Termination  for  cause!  If  the  spon¬ 
sor  fails  to  comply  with  the  conditions 
of  the  grant,  the  FAA  may,  by  written 
notice  to  the  sponsor,  terminate  the 
grant  in  whole,  or  in  paji;.  The  notice  of 
termination  will  contain  the  reascms  for 
termination  and  the  effective  date  of 
termination.  After  receipt  of  the  notice 
of  termination  the  sponsor  may  not  in¬ 
cur  additional  obligatiims  of  grant  funds. 
Payments  to  be  made  to  the  sponsor  or 
recoveries  of  payments  by  the  FAA  under 
the  grant  shall  be  in  accordance  with 
the  legal  rights  and  liabilities  of  the 
parties. 

(c)  Termination  for  convenience. 
When  the  continuation  of  the  project 
would  not  produce  beneficial  results 
conunensurate  with  the  further  expendi¬ 
ture  of  funds,  the  grant  may  be  termi¬ 
nated  in  whole,  or  in  part,  up<«  mutual 
agreement  of  the  FAA  and  the  sponsor. 
Agreement  will  be  made  upon  the  termi¬ 
nation  conditions,  including  the  effec¬ 
tive  date  and,  in  the  case  of  partial  ter¬ 
minations,  the  portion  to  be  terminated. 
In  such  case  the  sponsor  shall  not  incur 
new  obligations  for  the  terminated  por- 
ti(m  after  the  effective  date,  and  j^all 
cancel  as  many  obligations,  relating  to 
the  terminated  portion,  as  possible.  The 
sponsor  will  be  allowed  full  credit  for 
the  Federal  share  of  the  noncancellable 
obligations  which  were  properly  incurred 
by  the  sponsor  prior  to  the  termination. 

(d)  Request  for  reconsideration.  In 
any  case  of  suspension  or  termination. 


the  sponsor  may  request  the  Administra¬ 
tor  to  reconsider  the  suspei^sion  or  ter¬ 
mination.  Such  request  for  recmisidera- 
tion  shall  be  made  within  45  days  after 
receipt  of  the  notice  of  susp>ension  or 
termination. 

9.  By  amending  S  152.65  by  revising  the 
introductory  portion  of  paragraph  (a)  to 
read  as  follows: 

§  152.65  Grant  payments:  General. 

(a)  Application.  Except  in  those  in¬ 
stances  where  the  sptmsor  has  seemed 
prior  approval  by  the  FAA  for  the  use 
of  FAA  Form  5100-61,  an  application  for 
a  grant  payment  is  made  on  FAA  Form 
5100-60,  accompanied  by  any  supporting 
Information,  including  appraisals  of 
property  interests,  that  the  FAA  needs  to 
determine  the  allowability  of  any  costs 
for  which  payment  is  requested. 

•  •  •  •  • 

10.  By  adding  a  new  §  152.66  to  read 
as  follows : 

§  152.66  Reporting  requirements. 

(a)  Reporting  on  accrual  basis.  Spon¬ 
sors  shall  submit  all  financial  reports  on 
an  accrual  basis.  If  records  are  not 
maintained  on  an  accrual  basis,  reports 
may  be  based  on  analysis  of  records  or 
best  estimates. 

(b)  Report  of  Federal  cash  transac¬ 
tions.  When  funds  are  advanced  to  a 
sponsor  by  Treasury  check,  the  sponsor 
shall  submit  FAA  Form  5l60-62  within 
15  working  days  following  the  end  of 
each  quarter. 

(c)  Monitoring  and  reporting  of  pro¬ 
gram  performance.  The  sponsor  shall 
monitor  performance  under  the  project 
to  assure  that  time  schedules  are  being 
met,  projected  work  units  by  time  peri¬ 
ods  are  being  accomplished,  and  that 
other  performance  goals  are  being 
achieved.  Reviews  shall  be  made  for  each 
item  of  development  included  in  the 
project  and  other  work  to  be  performed 
as  a  condition  of  the  grant  agreement. 
The  sponsor  shall  submit  a  performance 
report,  on  a  quarterly  basis,  which  must 
include — 

(1)  A  comparison  of  actual  accom¬ 
plishments  to  the  goals  established  for 
the  period.  Where  applicable,  a  com¬ 
parison  will  be  made  on  a  quantitative 
basis  related  to  cost  data  for  computa¬ 
tion  of  unit  costs; 

(2)  Reasons  for  slippage  in  those 
cases  where  established  goals  are  not 
met;  and 

(3)  Other  pertinent  information  in¬ 
cluding,  when  appropriate,  analysis  and 
explanation  of  cost  overruns  or  high 
unit  costs. 

(d)  Notice  of  delay  or  acceleration. 
The  sponsor  shall  promptly  notify  the 
FAA  of  conditions  or  events  which  may 
delay  or  accelerate  accomplishment  of 
the  project.  In  the  event  that  delay  is 
anticipated,  a  statement  of  actions 
taken  or  contemplated  and  Federal  as¬ 
sistance  required  must  be  included. 

(e)  Budget  revision.  If  any  perform¬ 
ance  review  conducted  by  the  sponsor 
discloses  a  need  for  change  in  the  budget 
estimates,  the  sponsor  shall  submit  a 
request  for  budget  revision  on  FAA  Form 
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5100-100.  Such  request  lor  prior  ap¬ 
proval  for  budfi^et  revision  shall  be  made 
promptly  by  the  sponsor  whenever: 

(1)  The  revision  results  fnmi  changes 
in  the  scope  or  objective  of  the  project; 
or 

(2)  The  revision  increases  the  budg¬ 
eted  amoimts  of  Federal  funds  needed 
to  complete  the  project. 

(f)  The  sponsor  shall  promptly  notify 
the  FAA  whenever  the  amount  of  the 
grant  is  expected  to  exceed  the  needs  of 
the  spcmsor  by  more  than  $5,000  or  5 
percent  of  the  grant  amount,  whichever 
is  greater. 

11.  By  revising  S  152.69  to  read  as  fol¬ 
lows: 

§  1 52.69  Partial  grant  payments. 

(a)  General.  Subject  to  the  final  de¬ 
termination  of  allowable  project  costs  as 
provided  in  §  152.71,  partial  grant  pay¬ 
ments  for  project  costs  may  be  made  to 
a  sponsor  upon  application.  Unless  pre¬ 
viously  agreed  otherwise,  a  sponsor  may 
apply  for  partial  payments  on  a  monthly 
basis.  The  payments  may  be  paid,  upon 
application  made  on  FAA  Form  5100-60, 
on  the  basis  of  the  costs  of  airport  devel¬ 
opment  that  is  accomplished,  or,  with 
the  prior  approval  by  FAA  for  the  use  of 
FAA  Form  5100-61,  on  the  basis  of  the 
estimated  costs  of  airport  development 
expected  to  be  accomplished. 

(b)  Reimbtursements.  When  allowa- 
bUity  of  costs  can  be  determined,  grant 
payments  are  made  in  -amounts  large 
enough  to  bring  the  aggregate  amount  of 
all  partial  payments  to  the  estimated 
United  Stat^’  share  of  the  project  costs 
of  the  airport  development  accomplished 
under  the  project  as  of  the  date  of  the 
sponsor’s  latest  application  for  payment. 

(c)  Advance  paymenU.  With  prior 
FAA  approval,  and  if  the  sponsor  ap- 
pUes,  partial  grant  payments  may  be 
made  as  advance  pasnnents  in  an  amount 
large  etumgh  to  bring  the  aggregate 
amount  of  all  partial  payments  to  the 
estimated  project  costs  of  the  airport 
development  expected  to  be  accomcdished 
within  30  days  after  the  date  of  the 
sponsor’s  application  for  advance  pay¬ 
ment.  However,  no  such  advance  pay¬ 
ment  may  be  made  in  an  amount  that 
would  bring  the  aggregate  amount  of  all 
partial  payments  for  the  project  to  more 
than  90  percent  of  the  estimated  United 
States’  share  of  the  total  estimated  cost 
of  all  airport  develomnent  included  in 
the  project,  but  not  including  contin¬ 
gency  items,  or  90  p^cent  of  the  maxi- 
mvun  obligation  of  the  United  States  as 
stated  in  the  grant  agreement,  wldch- 
ever  amount  is  the  lower.  In  determining 
the  amount  of  a  partial  grant  payment, 
those  project  costs  that  the  Administra¬ 
tor  considers  to  be  of  questionable  allow¬ 
ability  are  deducted  both  from  the 
the  amount  of  a  partial  grant  payment, 
amount  of  project  costs  incurred  and 
from  the  amount  ctf  the  estimated  total 
project  cost.  The  timing  and  amount  of 
cash  advances  shall  be  as  close  as  ad¬ 
ministratively  feasible  to  actual  dis¬ 
bursements  by  the  ^nsor. 

(d)  Payment  to  the  sponsor  may  be 
withheld  at  any  time  during  the  grant 
period  if  the  sponsor  has  failed  to  com¬ 


ply  with  grant  award  conditions  or  Fed¬ 
eral  reporting  requirements,  or  the  sixm- 
sor  is  indebted  to  the  United  States  and 
collection  oi  the  Indebtedness  wlU  not 
Impair  acccunpUshment  of  any  grant  pro¬ 
gram  sponsored  by  the  United  States. 

12.  By  revising  S  152.71  to  read  as 
f(^ows: 

§152.71  Grant  doseout  requimnents. 

(a)  Program  income.  Sponsors  that 
are  units  of  local  government  shall  re¬ 
turn  all  interest  earned  on  advances  of 
grant-in-aid  funds  to  the  Federal  Oov- 
emment  In  accordance  with  a  decision 
of  the  Comptroller  General  (42  Comp. 
Gen.  289).  All  other  program  income 
(gross  income)  earned  by  grant-sup¬ 
ported  activities  during  the  grant  period 
shall  be  retained  by  the  sponsor  and,  in 
accordance  with  the  grant  agreement: 

(1)  Added  to  funds  committed  to  the 
project  by  the  FAA  and  the  sponsor  and 
used  to  further  eligible  program  objec¬ 
tives;  or 

(2)  Deducted  from  the  total  project 
cost  for  the  purpose  of  determining  the 
net  costs  on  which  the  Federal  share  of 
costs  will  be  based. 

(b)  Payment  for  cost  incurred.  When 
the  project  is  comideted  in  accordance 
with  the  grant  agreement,  the  sponsor 
may  apply  for  pa3rment  for  incurred  costs 
up  to  the  maximum  amount  of  the  grant 
agreement.  When  allowability  of  costs 
can  be  determined  under  5  152.47,  pay¬ 
ment  may  be  made  to  the  sponsor  if — 

(1)  A  final  Inspection  of  all  work  at 
the  airport  site  has  been  made  Jointly  by 
the  appropriate  FAA  office  and  repre- 
sentaUves  at  the  sponsor  and  the  con¬ 
tractor,  unless  that  office  agrees  to  a  dif¬ 
ferent  procedure  for  final  inspection; 

(2)  The  sponsor  has  furnished  final 
“as-constructed”  plans,  unless  otherwise 
agreed  to  by  the  Administrator;  and 

(3)  The  FAA  is  satisfied  that  the  proj¬ 
ect  is  completed. 

(c)  Financial  reports.  The  spcMisor 
shall  furnish  within  90  days  after  the 
date  of  completion  of  a  grant  all  finan¬ 
cial,  performance,  and  other  reports  re¬ 
quired  as  a  condition  of  the  grant. 

(d)  Property  accounting  reports.  The 
sponsor  shall  account  for  any  property 
acquired  with  grant  funds,  or  received 
from  the  Government,  in  accordance 
with  the  provisions  of  Appendix  L  of  this 
part. 

(e)  Final  determination  of  U.S.  share. 
Based  upon  the  final  audit,  the  Adminis¬ 
trator  determines  the  total  amount  of 
the  allowable  project  costs  and  makes 
settlement  for  any  upward  or  downward 
adjustments  to  the  Federal  share  of 
costs. 

§  152.73  [Amended] 

13.  By'  amending  paragraph  (a)  of 
1  152.73  by  changing  the  reference  to 
"(FAA  Form  5100-3)”  to  “(FAA  Form 
5100-30).’* 

14.  By  revising  §  152.75  to  read  as 
follows: 

§  152.75  Forms. 

(a)  General.  The  forms  used  for  the 
purposes  of  Subparts  B  and  C,  are  as 
follows: 


(1)  Preapplication  for  Federal  Assist¬ 
ance.  FAA  Form  5100-30.  This  form  es¬ 
tablishes  formal  communication  between 
the  sponsor  and  the  Federal  Aviation  Ad¬ 
ministration.  It  contains  four  parts: 

(1)  Part  I.  For  pertinent  information 
regarding  the  sponsor  and  type  of  assist¬ 
ance  being  requested. 

(ii)  Part  II.  For  pertinent  information 
regarding  ancillary  statutory  and  ad¬ 
ministrative  requirements  which  have  to 
be  considered  in  approval  of  a  project. 

(iii)  Part  III.  Project  Budget.  Identi¬ 
fication  of  the  source  and  amounts  of 
funds  to  be  used  in  accomplishing  the 
project. 

(iv)  Part  IV.  Program  Narrative 
Statement.  For  pertinent  information 
describing  the  need,  objectives,  method 
of  accomplishment,  the  ge<^raphical  lo¬ 
cation  of  the  project,  and  the  benefits 
expected  to  be  obtain^  from  the  assist¬ 
ance. 

(2)  Project  Application,  FAA  Form 
5100-100.  A  formal  application  for  Fed¬ 
eral  aid  to  carry  out  a  project  under  Sub¬ 
parts  B  and  C.  It  contains  five  parts: 

(i)  Part  I.  For  pertinent  information 
regarding  the  sponsor  and  type  of  as¬ 
sistance  being  requested. 

(ii)  Part  II.  l4t>ject  Approval  Infor¬ 
mation.  Fra:  pertinent  information 
regarding  ancillary  statutory  and  ad¬ 
ministrative  requirements  which  have 
to  be  considered  in  approval  of  project. 

(iii)  Part  III.  For  pertinent  budget  in- 
formatimi  necessary  for  calculation  of 
the  Federal  grant. 

(iv)  Part  IV.  Program  narrative  re¬ 
quired  for  all  new  grant  programs. 

(V)  Part  V.  Assurances.  The  applicant 
assures  and  certifies  that  he  will  comply 
with  certain  regulations,  policies,  guide¬ 
lines,  and  requirements  as  they  relate 
to  the  application,  acceptance  and  use  of 
Federal  funds  for  the  proposed  federally 
assisted  project. 

(3)  Gronf  Agreement,  FAA  Form 
5100-13; 

(i)  Part  I.  Offer  by  the  United  States 
to  pay  a  specified  percentage  of  the  al¬ 
lowable  costs  of  the  project,  as  described 
therein,  on  specified  terms  relating  to 
the  undertaking  and  carrying  out  of  the 
project,  determination  of  allowability  of 
costs,  payment  of  the  United  States’ 
share,  and  operation  and  maintenance  of 
the  airport  in  accordance  with  assur¬ 
ances  in  the  project  application. 

(ii)  Part  II.  Acceptance  of  the  offer 
by  the  sponsor,  execution  of  the  accep¬ 
tance  by  the  sponsor,  and  certification 
by  its  attorney. 

(4)  Application  for  Grant  Payment; 
FAA  Form  5100-80,  FAA  Form  5100-61. 
The  Outlay  Report  and  Reqttest  for  Re¬ 
imbursement,  FAA  Form  5100-60,  pro¬ 
vides  a  detailed  breakout  of  costs  in- 
ciured  by  the  sponsor,  as  well  as  certifi¬ 
cation  provisions  to  be  executed  by  the 
sponsor.  Iton  12.  a.  should  be  executed 
by  a  imonsor’s  representative  authorized 
to  make  the  payment  request.  Item  12.  b. 
should  be  executed  by  a  sponsor’s  repre¬ 
sentative  qualified  to  make  such  certifi¬ 
cation.  The  Request  for  Advance  or  Re- 
imbiusement.  FAA  Form  5100-61,  does 
not  provide  a  detailed  breakout  of  in- 
ciurred  costs;  the  certification  is  com- 
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pleted  by  the  sponsor’s  authorized  ofB- 
cial.  The  use  of  FAA  Form  5100-61  xe> 
quires  prior  approval  of  FAA. 

(5)  Report  of  Federal  Cash  Transac¬ 
tions,  FAA  Form  5100-62.  When  funds 
are  sidvanced  to  a  sponsor  through  the 
use  of  FAA  Form  5100-61  the  sponsor 
submits  an  original  and  two  copies  of  the 
Report  of  Federal  Cash  Transactions, 
FAA  Form  5100-62  no  later  than  15  work¬ 
ing  days  following  the  end  of  each 
quarter. 

(b)  Availability  of  forms.  Copies  of  the 
forms  listed  in  paragraph  (a)  of  this 
section,  and  assistance  in  c(Hnpletlng 
them  are  available  from  FAA  ofiBces. 

15.  By  revising  S  152.123  to  read  as 
follows: 

§  152.123  Application  requirements. 

(a)  General.  An  eligible  sponsor  that 
desires  to  obtain  Federal  aid  for  eligible 
airport  master  planning  or  airport  sys¬ 
tem  planning,  must  submit  to  the  ap¬ 
propriate  FAA  office  a  completed  Ap¬ 
plication  for  Federal  Assistance  (Non¬ 
construction  Programs) ,  FAA  Form 
5106-101,  signed  by  an  authorized  repre¬ 
sentative  of  the  sponsor. 

(b)  Coordination.  Evidence  of  coor- 
dinatitm  with  other  agencies  and  the  ap¬ 
propriate  state  and  area-wide  clearing¬ 
houses,  as  required  by  OMB  Circular  No. 
A-95,  must  be  attached  to  the  applica¬ 
tion. 

(c)  Budget  information.  The  budget 
information  reqiilred  with  the  m}plica- 
tion  mTist  be  sub-divided  into  the  follow¬ 
ing  functions  or  activities,  if  appropriate, 
and  the  basis  for  computation  of  these 
costs  must  be  included  in  the  submission; 

(1)  Third  party  contracts; 

(2)  Sponsor  force  account  costs;  and 

(3)  Administrative  costs. 

(d)  Program  narrative.  The  program 
narrative  submitted  with  the  iq;>plicatlon 
must  contain  at  least  the  following 
items; 

(1)  Objective  of  study:  a  description 
of  the  piupose  and  objectives  of  the 
planning  study. 

(2)  Results  and  benefits  expected:  a 
summaticm  of  the  results  and  benefits 
anticipated  as  a  result  of  the  study. 

(3)  Work  Statement:  a  detailed  de¬ 
scription  of  the  proposed  project  work. 
This  statement  must  include  a  descrip¬ 
tion  of  each  work  element,  a  Ust  of  or¬ 
ganizations,  consultants,  or  other  key 
individuals  who  will  wprk  on  the  project, 
and  the  nature  of  their  contribution,  and 
a  proposed  schedule  of  work  accomplish¬ 
ment. 

(4)  Geographic  Location:  the  location 
of  the  airport  or  the  boundaries  of  the 
planning  area. 

(e)  Sponsor  force  account.  If  the  spon¬ 
sor  proposes  to  accomplish  the  project 
work  with  its  own  forces,  or  those  of 
another  public  or  plaimW  agency.  It 
must  request  approval  from  the  appro¬ 
priate  FAA  office.  In  requesting  this  ap¬ 
proval,  the  sponsor  must  submit,  as  part 
of  the  program  narrative,  assurance  that 
adequate  competent  personnel  are  avail¬ 
able  to  satisfactorily  accomplish  the  pro¬ 
posed  planning. 


16.  By  amending  paragr£q)h  (b)  (1)  of 
S  152.125  to  read  as  follows: 

§  152.125  Sponsor  eligibility. 

•  •  •  •  • 

(b)  Eligibility  requirements.  •  •  • 

(1)  Make  the  certifications,  represen¬ 
tations,  and  warranties  required  in  the 
Application  for  Federal  Assistance  (FAA 
Form  5100-101). 

•  •  *  •  • 

§  152.129  [.4mended] 

17.  By  amending  paragraph  (c)  (18)  of 
S  152.129  by  changing  the  reference  to 
“Office  of  Management  and  Budget  Cir¬ 
cular  No.  A-87’’  to  “Appendix  J  of  this 
part.” 

§  152.131  [Amended] 

18.  By  amending  paragraph  (b)  (14)  of 
S  152.131  by  chane^g  the  reference  to 
“Office  of  Management  and  Budget  Cir¬ 
cular  No.  A-87”  to  .“Appendix  J  of  this 
part." 

19.  By  adding  a  new  §  152.136  to  read 
as  follows: 

§  152.136  Contracting  requirements. 

(a)  Each  contract  under  a  project 
must  meet  the  requirements  of  local  law  ^ 
and  the  requirements  and  standards  * 
contained  in  Appendix  M  of  this  Part. 

(b)  A  sponsor’s  proposed  contract 
must  have  preaward  review  and  sq>proval 
of  the  FAA  in  any  of  the  following  cir¬ 
cumstances: 

(1)  TTie  sponsor  has  not  complied  with 
the  standards  of  AppMidix  M  of  this 
part. 

(2)  ’The  contract  is  proposed  to  be 
awarded  on  a  sole-source  basis  and  is 
expected  to  exceed  $5,000. 

(3)  *rhe  proposed  contract  is  expected 
to  exceed  $500,000. 

(4)  The  sponsor  has  not  previously  re¬ 
ceived  a  grant  from  the  Department  of 
Transportation. 

(5)  TTie  FAA  requests  that  the  pro¬ 
posed  contract  be  sulxnltted  for  pre¬ 
award  review  and  approval. 

§  152.137  [Amended] 

20.  By  amending  paragrai^  (e)  of 
S  152.137  by  changing  the  reference  to 
“Office  of  Management  and  Budget  Cir¬ 
cular  No.  A-87”  to  “Appendix  J  of  this 
part.” 

21.  By  adding  a  new  S  152.140  to  read  as 
follows: 

§  152.140  Reporting  requiremenU. 

(a)  Reporting  on  accrual  basis.  %x>n- 
sors  shall  submit  all  financial  rep<ni»  on 
an  accrual  basis.  If  records  are  not  main¬ 
tained  on  an  accrual  basis,  reports  may 
be  based  on  analysis  of  records  or  best 
estimates. 

(b)  Report  of  Federal  cash  transac¬ 
tions.  When  funds  are  advanced  to  a 
sponsor  by  letters  of  credit  or  Treasury 
check,  the  sponsor  shall  submit  FAA 
Form  5100-62  within  15  working  days 
following  the  end  of  each  quarter. 

(c)  Monitoring  and  reporting  of  pro¬ 
gram  performance.  The  sponsor  shall 
monitor  performance  under  the  project 
to  assure  that  time  schedules  are  being 


met,  projected  woiic  units  by  time  periods 
are  being  accomplished,  and  other  per¬ 
formance  goals  are  being  achieved.  Re¬ 
views  shall  be  made  for  each  work  ele¬ 
ment  included  in  the  project  and  other 
work  to  be  performed  as  a  conditicm  of 
the  grant  agreement.  The  sponsor  shall 
submit  a  performance  report,  on  a  quar¬ 
terly  basis,  which  must  include — 

(1)  A  comparison  of  actual  accom¬ 
plishments  to  the  goals  established  for 
the  period.  Where  aiH>llcable,  a  compari¬ 
son  will  be  made  on  a  quantitative  basis 
related  to  cost  data  for  computation  of 
work  element  costs; 

(2)  Reasons  for  slippage  in  those  cases 
where  established  goals  are  not  met;  and 

(3)  Other  pertinent  information  in¬ 
cluding,  when  appropriate,  analysis  and 
explanati(m  of  cost  overruns  or  high 
work  element  costs. 

(d)  Notice  of  delay  or  acceleration.  The 
sponsor  shall  promptly  notify  the  FAA 
of  conditions  or  ev^ts  which  may  delay 
or  accelerate  accomplishment  of  the 
project.  In  the  evait  that  dday  is  an¬ 
ticipated,  a  statement  of  actions  taken 
or  contemplated  and  Federal  assistance 
required  must  be  included. 

(e)  Financial  status  report.  The  spon¬ 
sor  shall  submit  a  financial  status  report 
on  FAA  Form  5100-63  at  the  completion 
of  the  project.  In  the  case  of  a  project 
more  than  one  year  in  duration,  the  re¬ 
port  shall  be  submitted  at  the  end  (rf  the 
first  year  after  issuance  of  the  grant 
and  annually  thereafter,  and  at  comple- 
ti(»i  of  the  project. 

22.  By  revising  §  152.141  to  read  as 
follows: 

§  152.141  Grant  payments. 

(a)  Methods  of  payment.  Grant  pay¬ 
ments  to  sptmsors  will  be  made  by  letter 
of  credit,  advance  by  Treasury  check,  or 
reimbursement  by  Treasury  checks. 

(b)  Letter  of  credit  funding.  Letter  of 
credit  funding  may  not  be  used  unless : 

(1)  There  is  or  will  be  a  ctmtinulng 
relationship  between  a  sponsor  and  the 
FAA  tor  at  least  a  12-month  period  and 
the  total  amount  of  advances  to  be  re¬ 
ceived  within  that  period  is  $250,000  or 
more; 

(2)  The  sponsor  has  established  or 
demonstrated  to  the  FAA  the  willingness 

'  and  ability  to  establl^  procedures  that 
will  minimize  the  time  elapsing  between 
the  transfer  of  funds  and  their  disburse¬ 
ment  by  the  grantee;  and 

(3)  The  sponsor’s  financial  manage¬ 
ment  system  meets  the  standards  for 
fund  contnd  and  accountability  pre¬ 
scribed  in  Appendix  K  of  this  Part. 

(c)  Advance  by  Treasury  check.  Ad¬ 
vance  of  funds  by  Treasiur  check  may 
be  made  if  the  ^cxisor  meets  the  re¬ 
quirements  of  paragraph  (b)  (2)  and 
(3)  of  this  section.  The  timing  and 
amount  of  cash  advances  shall  be  as  close 
as  administratively  feasible  to  actiial  dis¬ 
bursements  by  the  sponsor. 

(d)  Reimbwsement  by  Treasury  check. 
Reimbursement  by  Treasury  check  shall 
be  made  if  the  sponsor  does  not  meet  the 
requirements  of  paragraph  (b)  (2)  and 
(3)  of  this  section. 
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(e)  Request  for  payment.  Except  when 
grant  payment  is  to  be  made  by  letter 
ol  credit,  requests  for  payment  must  be 
made  on  FAA  Form  5100-61,  Request  for 
Advance  or  Reimbursement. 

(f)  Withholding  of  payments.  Pay¬ 
ment  to  the  sponsor  may  be  withheld  at 
any  time  during  the  grant  period  if  a 
sponsor  has  failed  to  comply  with  the 
program  objectives,  grant  award  condi- 
ti(Mis,  or  Federal  reporting  requirements, 
or  the  sponsor  is  indebted  to  the  United 
States  and  collection  of  the  indebtedness 
will  not  impair  accomplUhment  of  the 
objectives  of  any  grant  program  spon¬ 
sored  by  the  United  States. 

23.  By  adding  a  new  S  152.142  to  read 
as  follows: 

§  152.142  Noncomplianee  with  condi¬ 
tions  of  grant:  suspension  or  termi¬ 
nation  of  grant. 

(a)  Suspension  of  grant.  If  the  spon¬ 
sor  fails  to  comply  with  the  conditions  of 
the  grant,  the  FAA  may,  by  written  no¬ 
tice  to  the  sponsor,  suspend  the  grant  and 
withhold  further  payments  pending  cor¬ 
rective  action  by  the  spemsor  or  a  deci¬ 
sion  to  terminate  the  grant.  After  receipt 
of  notice  of  suspension,  the  sponsor  may 
not  incur  additional  obligations  of  grant 
funds  during  the  suiQ>en8ion.  All  neces¬ 
sary  and  proper  costs  which  the  sponsor 
could  not  reasonably  avoid  dining  the 
period  of  suspension  will  be  ahowed,  if 
such  costs  are  in  accordance  with  Ap¬ 
pendix  J  of  this  part. 

(b)  Termination  for  cause.  If  the 
^y?onsor  falls  to  comply  with  the  condi¬ 
tions  of  the  grant,  the  FAA  may,  by  writ¬ 
ten  notice  to  the  sponror,  terminate  the 
grant  in  whole,  or  in  part.  The  notice  of 
termination  will  contain  the  reasons  for 
termination  and  the  effective  date  of  ter¬ 
mination.  After  receipt  of  the  notice  of 
terminati(m  the  sponsor  may  not  incur 
additional  obligaricms  of  grant  fimds. 
Payments  to  be  made  to  the  sponsor  or 
recoveries  of  payment  by  the  FAA  under 
the  grant  shall  be  in  accordance  with  the 
legal  rights  and  liabilities  of  the  parties. 

(c)  Termination  for  convenience. 
When  the  continuation  of  the  project 
would  not  produce  beneficial  results  o(xn- 
mensurate  with  the  further  expenditure 
of  funds,  the  grant  may  be  terminated  in 
whole,  or  in  part,  upon  mutual  agree¬ 
ment  of  the  FAA  and  the  sponsor.  Agree¬ 
ment  will  be  made  upon  the  termination 
conditions,  including  the  effective  date 
and,  in  the  case  of  partial  terminations 
the  portion  to  be  terminated.  In  such  case 
the  sponsor  riiall  not  incur  new  obliga¬ 
tions  for  the  terminated  portion  after 
the  effective  date,  and  shall  cancel  as 
many  obligations,  relating  to  the  termi¬ 
nated  portion,  as  possible.  The  sponsor 
will  be  allowed  full  credit  for  the  Federal 
share  of  the  ncmcancellable  obligations 
which  were  properly  Incurred  by  the 
sponsor  prior  to  the  termination. 

(d)  Request  for  reconsideration.  In 
any  case  of  suspension  or  termination, 
the  sponsor  may  request  the  Administra¬ 
tor  to  reconsider  the  suspension  or  ter¬ 
mination.  Such  request  for  reconsidera¬ 
tion  shall  be  made  within  45  days  after 
receipt  of  the  notice  of  suspension  or 
termination. 


24.  By  amending  i  152.143  by  revis¬ 
ing  the  section  heading  and  paragraphs 

(b)  and  (c),  and  by  adding  new  para¬ 
graphs  (e)  and  (f) ,  to  read  as  follows: 

§  152.143  Fiaanciid  maBagesmit  sys¬ 
tem;  scco—ting  and  sadiS  of  spon¬ 
sor  and  contractor  records. 

•  *  •  •  • 

(b)  Retention  of  evidence  of  pay¬ 
ments.  The  qxmsor  shall  retain  in  its 
files,  for  a  period  of  three  years  idter 
the  date  of  the  submission  of  the  final 
expenditure  report,  doctunentary  evi¬ 
dence  of — 

(1)  Invoices,  cost  estimates,  and  pay¬ 
rolls,  supporting  each  item  of  project 
costs ;  and 

(2)  All  pa3unent6  for  items  of  project 
costs  ~  including  vouchers,  cancelled 
checks  or  warrants,  and  receipts  for 
cash  payments. 

(c)  Availability  of  records.  The  spon¬ 
sor  shall  allow  the  Administrator  and 
the  Comptroller  General  of  the  United 
States,  or  an  authorized  representative 
of  either  of  thrai,  access  to  any  of  its 
books,  dociunents,  papers,  and  records 
that  are  pertinent  to  grants  received 
under  the  Platming  Grant  Program  for 
the  purposes  of  accounting  and  audit. 
Appropriate  FAA  personnel  may  make 
progress  audits  at  any  time  during  the 
project,  upon  notice  to  the  sponsor.  If 
audit  findings  have  not  been  resolved, 
records  shall  be  retabied  until  such  find¬ 
ings  have  been  resolved.  Records  for 
nonexpendable  property  which  was  ac¬ 
quired  with  Federal  funds  shall  be  re¬ 
tained  for  3  years  after  final  disposition 
of  the  property.  Microfilm  copy  of  orig¬ 
inal  reccHds  may  be  substituted  for 
original  records  with  the  approval  cd  the 
FAA.  If  the  FAA  determines  that  certain 
records  have  long-term  retmition  value, 
the  FAA  shall  request  transfer  of  cus¬ 
tody  of  those  records  to  the  FAA. 

«  m  0  m  m 

(e)  Financial  management  system. 
Each  sponsor  shall  establish  and  main¬ 
tain  a  financial  management  system  that 
meets  the  standards  of  Appmdix  K  of 
this  part. 

(f)  Property  management  standards. 
Each  sponsor  shall  establish  and  main¬ 
tain  property  management  standards 
for  the  utilization  and  disposition  of 
property  fiunished  by  the  F^eral  Gov¬ 
ernment,  or  acquired  in  whole  or  in  part 
with  Federal  fimds  by  the  sponsor,  in 
accordance  with  Appendix  L  of  this  part. 
The  sponsor  shall  account  for  any  prop¬ 
erty  acquired  with  grant  funds,  or  re¬ 
ceived  from  the  Federal  Government,  in 
accordance  with  Appendix  L  of  this  part. 

25.  By  adding  a  new  S  152.145  to  read 
as  follows: 

§  152.145  Grant  doseont  requirements. 

(a)  Notice  of  completion.  When  a 
project  has  been  completed  and  the  final 
project  report  has  been  received  and 
accepted  by  the  FAA,  a  notice  of  proj¬ 
ect  completion  will  be  furnished  to  the 
rponsor  by  the  FAA. 

(b)  Reports.  The  sponsor  shall  sub¬ 
mit  to  the  FAA  within  90  days  after 


receipt  of  the  notice  of  completion  all 
financial,  performance,  and  other  re¬ 
ports  required  as  a  oonditKm  of  the 
grant. 

(c)  Program  income.  Sponsors  that  are 
units  of  local  governments  shall  return 
an  Interest  earned  on  advances  of  grant- 
in-aid  funds  to  the  Federal  Government 
in  accordance  with  a  decision  of  the 
OomptroUm:  General  (42  Comp.  Oen. 
289). 

(d)  Final  audit  and  settlement.  Based 
upon  a  final  audit,  the  Administrator 
determines  the  total  amount  of  the 
allowable  project  costs  and  makes  settle¬ 
ment  for  any  a^ustments  to  the  Federal 
share  of  costs. 

26.  By  adding  new  appendices  J,  K,  L, 
and  M  as  set  forth  below : 

Appendix  J 

mere  is  set  forth  below  principles  for 
determining  costs  sppUcsble  to  grants  and 
contracts  with  State  and  local  governments 
under  the  Alrpcnt  and  Airway  Development 
Act  of  1970: 

pamciPLXs  FOB  determining  costs  applicable 

TO  GRANTS  AND  CONTRACTS  WITH  STATE  AND 

LOCAL  GOVERNMENTS 

Part  1 — General 

A.  Purpose  and  scope — 1.  Objectives,  mis 
^pendix  sets  forth  principles  tor  determin¬ 
ing  the  allowable  costs  of  programs  admin¬ 
istered  by  State  and  local  governments  under 
grants  from  and  contracts  with  the  Federal 
Government,  me  principles  are  for  the  pur¬ 
pose  of  cost  determination  and  are  not  In¬ 
tended  to  identify  the  circumstances  or  dic¬ 
tate  the  extent  of  Federal  and  State  or  local 
participation  In  the  financing  of  a  particular 
grant,  mey  are  designed  to  provide  that 
federally  assisted  programs  bear  their  fair 
share  of  costs  recognized  under  these  princi¬ 
ples,  except  where  restricted  or  prohibited  by 
jaw.  No  provision  for  profit  or  other  incre¬ 
ment  above  cost  Is  intended.  Under  {  152.47, 
indirect  costs  are  not  allowable  costs  for 
Airport  Develc^ment  Projects. 

2.  Policy  guides.  The  application  of  these 
principles  is  based  on  the  fundamental  prem¬ 
ises  that: 

a.  State  and  local  governments  are  respon¬ 
sible  for  the  efSclent  and  effective  adminis¬ 
tration  of  grant  and  contract  programs 
through  the  ai^licatlon  of  aoimd  manage¬ 
ment  practices. 

b.  The  grantee  or  contractor  assumes  the 
responsibility  for  seeing  that  FederaUy  as¬ 
sisted  program  funds  have  been  expended  and 
accounted  for  consiatent  with  underlying 
agreements  and  program  objectives. 

c.  Each  grantee  or  contractor  organiaation, 
in  recognition  of  its  own  unique  combination 
of  staff  facilities  and  experience,  will  have 
the  primary  responsibility  for  employing 
vdiatever  form  of  organization  and  manage¬ 
ment  techniques  may  be  necessary  to  assure 
proper  and  efficient  administration. 

3.  Application,  mese  principles  are  appli¬ 
cable  in  determining  costs  Incurred  by  State 
and  local  governments  imder  Federal  grants 
and  cost  reimbursement  type  contracts  (in¬ 
cluding  subgrants  and  subcontracts)  under 
the  Airport  and  Airway  Development  Act  of 
1970. 

B.  Definitions.  1.  Approval  or  authorization 
of  the  grantor  Federal  agency  mecms  docu¬ 
mentation  evidencing  conemt  prior  to  in¬ 
curring  specific  cost. 

2.  Cost  allocation  {dan  means  the  docu¬ 
mentation  identifying,  accumulating,  and 
distributing  allowable  coats  under  grants  and 
contracts  together  wltii  the  allooatlon  meth¬ 
ods  used. 
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3.  Cost,  as  used  herein,  means  cost  as 
determined  on  a  cash,  accrual,  or  other  basis 
acceptable  to  the  Federal  grantor  agMicy  as  a 
discharge  of  the  grantee’s  account^lltty  for 
Federal  funds. 

4.  Cost  objective  means  a  pool,  center,  or 
area  established  tor  the  accumulation  of  cost. 
Such  areas  Include  organizational  units, 
functions,  objects  or  Items  of  expense,  as  well 
as  ultimate  cost  objectives  Including  ^>eclfic 
grants,  projects,  contracts,  and  other 
activities. 

5.  Federal  agency  means  the  Federal  Avia¬ 
tion  Administration. 

6.  Grant  means  an  agreement  between  the 
Federal  Government  and  a  State  or  local 
government  whereby  the  Federal  Government 
provides  funds  or  aid  In  kind  to  carry  out 
specified  programs,  services,  or  activities.  The 
principles  and  policies  stated  In  this  appendix 
applicable  to  grants  In  general  also  apply  to 
any  Federally  sponsored  cost  reimbursement 
type  of  agreement  performed  by  a  State  or 
local  government.  Including  contracts,  sub¬ 
contracts  and  subgrants. 

7.  Grant  program  means  those  activities 
and  operations  of  the  grantee  which  are 
necessary  to  carry  out  the  purposes  of  the 
grant,  including  any  portion  of  the  program 
financed  by  the  grantee. 

8.  Grantee  means  the  department  or  agency 
of  State  or  local  government  which  Is  respon¬ 
sible  for  administration  of  the  grant. 

9.  Local  unit  means  any  p<dltlcal  sub¬ 
division  of  government  below  the  State  level. 

10.  Other  State  or  local  agencies  means 
departments  or  agencies  of  the  State  or  local 
unit  which  provide  goods,  facilities,  and  serv¬ 
ices  to  a  grantee. 

11.  Services,  as  used  herein,  means  goods 
and  fadlitiee,  as  well  as  services. 

12.  Supporting  services  means  auxiliary 
functions  necessary  to  s\istaln  the  direct 
effort  Involved  In  administering  a  grant  pro¬ 
gram  or  an  activity  providing  service  to  the 
grant  program.  These  services  may  be  cen¬ 
tralized  In  the  grantee  department  or  In 
some  other  agency,  and  include  procurement, 
payroll,  personnel  functions,  maintenance 
and  operation  of  space,  data  processing,  ac-> 
counting,  budgeting,  auditing,  mail  and  mes¬ 
senger  service,  and  the  like. 

C.  Basic  guidelines — 1.  Factors  aUecttng 
allowabilitg  of  costs.  To  be  allowable  under 
a  grant  program,  costs  must  meet  the  fol¬ 
lowing  general  criteria: 

a.  Be  necessary  and  reasonable  for  prt^r 
and  efficient  administration  of  the  grant  pro¬ 
gram,  be  allocable  thereto  under  these  prin¬ 
ciples,  and,  except  as  specifically  provided 
herein,  not  be  a  general  expense  required  to 
carry  out  the  overall  responsibilities  of  State 
or  local  governments. 

b.  Be  authorized  or  not  prohibited  under 
State  or  local  laws  or  regulations. 

c.  Ck>nform  to  any  limitations  or  exclu¬ 
sions  set  forth  in  these  prlnc4>les.  Federal 
laws,  or  other  governing  limitations  as  to 
types  or  amounts  of  cost  items. 

d.  Be  consistent  with  policies,  regulations, 
and  procedures  that  iq>ply  uniformly  to  both 
Federally  assisted  and  other  activities  of  the 
unit  of  government  of  which  the  grantee  is 
a  part. 

e.  Be  acccvded  consistent  treatment 
through  application  of  generally  accepted 
accounting  principles  apprc^rlate  to  the  cir¬ 
cumstances. 

f.  Not  be  allocable  to  or  included  as  a 
cost  of  any  other  Federally  financed  program 
in  either  the  current  or  a  prior  period. 

g.  Be  net  of  all  iq>pllcable  credits. 

2.  AUocahle  costs,  a.  a  cost  is  allocable  to 
a  particular  cost  objective  to  the  extent  of 
benefits  received  by  such  objective. 

b.  Any  cost  allocable  to  a  particular  grant 
or  cost  objective  under  the  principles  pro¬ 
vided  for  In  this  Appendix  may  not  be  shifted 


to  other  Federal  grant  programs  to  overcome 
fund  deficiencies,  avoid  restrictions  Imposed 
by  law  or  grant  agreements,  or  for  other 
reasons. 

c.  Where  an  allocation  of  Joint  cost  will 
ultimately  result  in  charges  to  a  grant  pro¬ 
gram,  an  allocation  plan  will  be  required  as 
prescribed  in  section  J. 

3.  Applicable  credits,  a.  Applicable  credits 
refer  to  those  receipts  or  reduction  of  ex- 
pendlt\u*e-type  transactions  which  offset  or 
reduce  expense  Items  allocable  to  grants  as 
direct  ex'  indirect  costs.  Examples  of  such 
transactions  are :  purchase  discounts;  rebates 
or  allowances;  recoveries  or  Indemnities  on 
losses;  sale  of  publications,  equipment,  and 
scrap;  Income  from  personal  or  Incidental 
services;  and  adjustments  of  overpayments 
or  erroneous  charges. 

b.  Applicable  credits  may  also  arise  when 
Federal  funds  are  received  or  are  available 
from  sources  other  than  the  grant  program 
involved  to  finance  operations  or  capital 
items  of  the  grantee.  This  includes  costs  aris¬ 
ing  from  the  \ise  or  depreciation  of  items 
donated  or  financed  by  the  Federal  Govern¬ 
ment  to  fulfill  matching  requirements  under 
another  grant  program.  These  types  of  credits 
should  likewise  be  \ued  to  reduce  related  ex¬ 
penditures  in  determining  the  rates  or 
amounts  applicable  to  a  given  grant. 

D.  Composition  of  cost — 1.  Total  cost.  The 
total  cost  of  a  grant  program  is  comprised 
of  the  allowable  direct  cost  incident  to  its 
performance,  plus  its  allocable  portion  of 
allowable  Indirect  costs,  less  applicable 
credits. 

2.  Classification  of  costs.  There  Is  no  uni¬ 
versal  rule  tor  classifying  certain  costs  as 
either  direct  or  Indirect  under  every  account¬ 
ing  system.  A  cost  may  be  direct  with  re- 
q>ect  to  some  specific  service  or  function,  but 
indirect  with  respect  to  the  grant  or  other 
ultimate  cost  objective.  It  Is  essential  there¬ 
fore  that  each  item  of  cost  be  treated  con¬ 
sistently  either  as  a  direct  or  an  indirect 
cost.  Specific  guides  for  determining  direct 
and  indirect  costs  allocable  \mder  grant  pro¬ 
grams  are  provided  In  the  sections  which 
follow. 

E.  Direct  costs — 1.  General.  Direct  costs 
are  those  that  can  be  identified  q>eclficaUy 
with  a  particular  cost  objective.  These  costa 
may  be  charged  directly  to  grants,  contracts, 
or  to  other  programs  against  which  costs 
are  finally  lodged.  Direct  costs  may  also  be 
charged  to  cost  objectives  \ised  for  the  ac¬ 
cumulation  of  costs  pending  distribution  in 
due  course  to  grants  and  other  ultimate  cost 
of  objectives. 

2.  Application.  Typical  direct  costs  charge¬ 
able  to  grant  programs  are; 

a.  CoDcq>ensatlon  of  enq>loyee8  for  the  time 
and  effort  devoted  specifically  to  the  execu¬ 
tion  of  grant  programs. 

b.  Cost  of  materials  acquired,  consumed, 
or  expended  specifically  for  the  purpose  of 
the  grant. 

c.  Equipment  cost  and  othw  iq>proved 
C£q>ital  expenditxuws  Incurred  q>eclfically 
for  the  purpose  of  the  grant. 

d.  Other  items  ot  expense  inctured  specifi¬ 
cally  to  carry  out  the  grant  agreement. 

e.  Services  furnished  specifically  for  the 
grant  program  by  other  agencies,  provided 
such  charges  are  consistent  with  criteria  out¬ 
lined  In  Section  G.  of  these  principles. 

F.  Indirect  costs — 1.  General.  Indirect  costs 
are  those  (a)  incurred  for  a  common  or  Joint 
purpose  benefiting  more  than  one  cost  ob¬ 
jective,  and  (b)  not  readily  assignable  to  the 
cost  objectives  specifically  benefited,  with¬ 
out  effort  disproportionate  to  the  results 
achieved.  The  term  “indirect  costs,”  as  used 
herein,  applies  to  costs  of  this  type  originat¬ 
ing  In  the  grantee  department,  as  well  as 
those  Incurred  by  other  departments  In  sup. 
Joying  goods,  services,  and  facilities,  to  the 


grantee  department.  To  facilitate  equitable 
distribution  of  Indirect  expenses  to  the  cost 
objectives  served,  it  may  be  necessary  to  es¬ 
tablish  a  number  of  pools  of  Indirect  cost 
within  a  grantee  department  or  In  other 
agencies  providing  services  to  a  grantee  de¬ 
partment.  Indirect  cost  pools  should  be  dis¬ 
tributed  to  benefiting  cost  objectives  on 
bases  which  will  produce  an  equitable  result 
in  consideration  of  relative  benefits  derived. 

2.  Grantee  departmental  indirect  costs. 
All  grantee  departmental  Indirect  costs,  in¬ 
cluding  the  various  levels  of  supervision,  are 
eligible  for  allocation  to  grant  programs  pro¬ 
vided  they  meet  the  conditions  set  forth  in 
this  Appendix.  In  lieu  of  determining  the 
actual  amount  of  grantee  departmental  in¬ 
direct  cost  allocable  to  a  grant  program, 
the  following  methods  may  be  used: 

a.  Predetermined  fixed  rates  for  indirect 
costs.  A  predetermined  fixed  rate  for  com¬ 
puting  indirect  costs  applicable  to  a  grant 
may  be  negotiated  azmually  in  situations 
where  the  cost  experience  and  other  perti¬ 
nent  facts  available  are  deemed  sufficient  to 
enable  the  contracting  parties  to  reach  an 
Informed  Judgment  (1)  as  to  the  probable 
level  of  Indirect  costs  in  the  grantee  depart¬ 
ment  during  the  period  to  be  covered  by  the 
negotiated  rate,  and  (2)  that  the  amount  al¬ 
lowable  imder  the  predetermined  rate  wotild 
not  exceed  actual  indirect  costs. 

b.  Negotiated  lump  sum  for  overhead.  A 
negotiated  fixed  amotmt  in  lieu  of  indirect 
costs  may  be  appropriate  under  dretun- 
stances  where  the  benefits  derived  from  a 
grantee  department’s  Indirect  services  can¬ 
not  be  restdlly  determined  as  in  the  case  of 
small,  self-contained  or  isolated  activity. 
When  this  method  is  used,  a  determination 
should  be  made  that  the  amount  negotiated 
will  be  iqjproxlmately  the  same  as  the  actual 
indirect  cost  that  may  be  Incurred.  Such 
amoimts  negotiated  in  lieu  of  indireot  costs 
will  be  treated  as  an  offset  to  total  indirect 
expenses  of  the  grantee  department  before 
allocation  to  remaining  activities.  The  base 
on  which  such  remaining  expenses  are  allo¬ 
cated  shotQd  be  approi»lately  adjusted. 

3.  Limitation  on  indirect  costs,  a.  Federal 
grants  may  be  subject  to  laws  that  limit  the 
amount  of  indirect  cost  that  may  be  allowed. 
Agencies  that  ^Kmsor  grants  of  this  type 
will  establish  iMm»d\uies  which  will  assure 
that  the  amount  actually  allowed  for  In¬ 
direct  costs  under  each  such  grant  does  not 
exceed  the  maximum  allowable  imder  the 
statutory  llmltatlcm  or  the  amotmt  other¬ 
wise  allowable  under  this  Appendix,  which¬ 
ever  Is  the  smaller. 

b.  When  the  amount  allowable  under  a 
statutexy  limitation  is  leas  than  the  amount 
otherwise  allocable  as  indirect  costs  tmder 
this  Appendix,  the  amount  not  recoverable 
as  indirect  costs  under  a  grant  may  not  be 
shifted  to  another  Federally  i^nscxed  grant 
program  or  contract. 

G.  Cost  incurred  by  agencies  other  than 
the  grantee — 1.  General.  The  cost  of  service 
provided  by  other  agencies  may  only  include 
allowable  direct  costs  of  the  service  plus 
a  pro  rata  share  of  allowable  supporting 
costs  (section  B.13.)  and  supervision  directly 
required  in  puformlng  the  service,  but  not 
supervision  of  a  general  nature  such  as  that 
provided  by  the  head  of  a  department  and 
his  staff  assistants  not  directly  involved  in 
opwatlons.  However,  supervisicMi  by  the  head 
of  a  department  or  agency  whose  sole  func¬ 
tion  is  providing  the  service  furnished  would 
be  an  eligible  cost.  Supporting  costs  include 
those  furnished  by  other  units  or  the  sup¬ 
plying  department  or  by  other  agencies. 
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2.  Alternative  methods  of  determining  in~ 
direct  cost.  In  lieu  of  determining  actual 
Indirect  cost  related  to  a  particular  service 
furnished  by  another  agency,  either  of  the 
following  alternative  methods  may  be  \ued 
provided  only  one  method  la  used  for  a 
specific  service  during  the  fiscal  year 
Involved. 

a.  Standard  indirect  rate.  An  amount 
equal  to  ten  percent  of  direct  labor  cost  In 
providing  the  service  performed  by  another 
State  agency  (excluding  overtime,  shift,  or 
holiday  premiums  and  fringe  benefits)  may 
be  allowed  In  lieu  of  actual  allowable  in¬ 
direct  cost  for  that  service. 

b.  Predetermined  fixed  rate.  A  predeter¬ 
mined  fixed  rate  for  indirect  cost  of  the 
unit  or  activity  providing  service  may  be 
negotiated  as  set  forth  In  section  F.2.a. 

H.  Cost  incurred  by  grantee  department 
for  others — 1.  General.  The  principles  pro¬ 
vided  In  sectliHi  O.  will  also  be  used  in 
determining  the  cost  of  services  provided 
by  the  grantee  department  to  another 
agency. 

J.  Cost  allocation  plan — 1 .  General.  A  plan 
for  allocation  of  costs  will  be  required  to  sup¬ 
port  the  distribution  of  any  Joint  costs  re¬ 
lated  to  the  grant  program.  All  costs  Included 
In  the  plan  will  be  supported  by  formal  ac¬ 
counting  records  which  will  substantiate  the 
propriety  of  eventual  charges. 

2.  Requirements.  The  allocation  plan  of  the 
grantee  department  should  cover  all  Joint 
costs  of  the  department  as  well  as  costs  to 
be  allocated  under  plans  of  other  agencies 
or  organizational  units  which  are  to  be  In¬ 
cluded  In  the  costs  of  Federally  sponsored 
programs.  The  cost  allocation  plans  of  all 
the  agencies  rendering  services  to  the  grantee 
department,  to  the  extent  feasible,  should  be 
presented  In  a  single  document.  The  alloca¬ 
tion  plan  should  contain,  but  not  necessarily 
be  limited  to.  the  following: 

a.  The  nature  and  extent  of  services  pro¬ 
vided  and  their  relevance  to  the  Federally 
^onsored  programs. 

b.  The  Items  of  expense  to  be  Included. 

c.  The  methods  to  be  used  in  distributing 
cost. 

3.  Instructions  for  preparation  of  cost  al¬ 
location  plans.  The  Department  of  Health, 
Education,  and  Welfare,  In  consultation  with 
the  other  FSderal  agencies  concerned,  will  be 
responsible  for  developing  and  Issuing  the  In¬ 
structions  for  ttae  by  State  and  local  govern¬ 
ment  grantees  In  preparation  of  cost  allo¬ 
cation  plans.  This  re^onslbllity  iqiplles  to 
both  central  support  services  at  the  State 
and  local  government  level  as  well  as  Indirect 
cost  proposals  of  Individual  grantee  depart¬ 
ments. 

4.  Negotiation  and  approved  of  indirect 
cost  proposals  for  States,  a.  The  D^artment 
of  Health,  Education,  and  Welfiue,  In  col¬ 
laboration  with  the  other  Federal  agencies 
concerned,  will  be  resprf^ble  for  negotiation, 
approval  and  audit  of  cost  allocation  plans, 
which  will  be  submitted  to  It  by  the  States. 
These  plans  will  cover  central  support  service 
costs  of  the  State. 

b.  At  the  grantee  department  lev^  In  a 
State,  a  single  Federal  agency  will  have  re¬ 
sponsibility  similar  to  that  set  forth  In  a. 
above  for  the  negotiation,  iq>proval  and  audit 
of  the  Indirect  cost  proposal.  Cognizant  Fed¬ 
eral  agencies  have  been  designated  fcM-  this 
piirpose.  Changes  which  may  be  required 
from  time  to  time  In  agency  assignments  will 
be  arranged  by  the  Department  of  Health, 
Educatlcm,  and  Welfare  In  collaboration  with 
the  other  intwested  agencies,  and  submitted 
to  the  Office  of  Management  and  Budget  for 
final  approval.  A  current  list  of  agency  as¬ 
signments  will  be  maintained  by  the  Depart¬ 
ment  of  Health,  Education,  and  Welfare. 


c.  Questions  concerning  the  cost  allocation 
plans  approved  under  a.  and  b.  above  should 
be  directed  to  the  agency  responsible  for  such 
iq>provals. 

6.  Negotiation  and  approval  of  indirect  coat 
proposals  for  local  governments,  a.  Cost  al¬ 
location  plans  will  be  retained  at  the  local 
government  level  for  audit  by  a  designated 
Federal  agency  except  in  those  cases  where 
that  agency  requests  that  cost  allocation 
plans  be  submitted  to  it  for  negotiation  and 
approval. 

b.  A  list  of  cognizant  Federal  agencies 
assigned  responsibility  for  negotiation,  ap¬ 
proval  and  audit  of  central  support  service 
cost  allocation  plans  at  the  local  government 
level  is  being  developed.  Changes  which  may 
be  required  from  time  to  time  in  agency 
sisslgnments  will  be  arranged  by  the  Depart¬ 
ment  of  Health,  Education,  and  Welfare  in 
collaboration  with  the  other  Interested  agen¬ 
cies,  and  submitted  to  Office  of  Management 
and  Budget  for  final  approval.  A  current  list 
of  agency  assignments  will  be  maintained  by 
the  Department  of  Health,  Education,  and 
Welfare. 

c.  At  the  grantee  department  level  of  local 
governments,  the  Federal  agency  with  the 
predominant  interest  In  the  work  of  the 
grantee  department  will  be  responsible  for 
necessary  negotiation,  approval  and  audit  of 
the  indirect  cost  proposal. 

6.  Resolution  of  problems.  To  the  extent 
that  problems  are  encountered  among  the 
Federal  agencies  in  connection  with  4.  and 

5.  above,  the  Office  of  Mani^ment  and  Bud¬ 
get  will  lend  assistance  as  required. 

Part  II — Standards  for  Selected  Items  of  Cost 

A.  Purpose  and  applicability — 1.  Objective. 
This  part  of  Appendix  J  provides  standards 
for  determining  the  allowability  of  selected 
items  of  cost. 

2.  Application.  These  standards  will  apply 
irrespective  of  whether  a  particular  Item 
of  cost  is  treated  as  direct  or  Indirect  cost. 
Failure  to  mention  a  particular  Item  of  cost 
in  the  standards  is  not  Intended  to  Imply 
that  it  is  either  allowable  or  imallowable, 
rather  determination  of  allowability  In  each 
case  should  be  based  on  the  treatment  of 
standards  provided  for  similar  or  related 
Items  of  cost.  The  allowability  of  the  selected 
Items  of  cost  is  subject  to  the  general  poli¬ 
cies  and  principles  stated  In  Part  I  of  this 
Appeiullx. 

B.  Allowable  coats — 1.  Accounting.  The  cost 
of  establishing  and  maintaining  accounting 
and  other  Information  systems  required  for 
the  management  of  grant  programs  Is  allow¬ 
able.  This  Includes  cost  Incurred  by  central 
service  agencies  for  these  pvui>ose8.  The  cost 
of  maintaining  central  accounting  records 
required  for  overall  State  or  local  govern¬ 
ment  purposes,  such  as  appropriation  and 
fund  accounts  by  the  Treasurer,  Comptroller, 
or  similar  officials,  Is  considered  to  be  a 
general  expense  of  government  and  Is  not 
allowable. 

2.  Advertising.  Advertising  media  Includes 
newspapers,  magazines,  radio  and  television 
programs,  direct  mall,  trade  papers,  and  the 
like.  The  advertising  costs  allowable  are  those 
which  are  solely  for: 

a.  Recruitment  of  personnel  required  for 
the  grant  program. 

b.  Solicitation  of  bids  for  the  procurement 
of  goods  and  services  required. 

c.  Disposal  of  scrap  or  surplus  materials 
acquired  In  the  performance  of  the  grant 
agreement. 

d.  Other  purposes  specifically  provided  for 
in  the  grant  agreement. 

3.  Advisory  councils.  Costs  Incurred  by 
State  advisory  councils  or  committees  es¬ 
tablished  pursuant  to  Federal  requirements 
to  carry  out  grant  programs  are  allowable. 
The  cost  of  like  organizations  Is  allowable 
when  provided  for  In  the  grant  agreement. 


4.  Audit  service.  The  cost  of  audits  neces¬ 
sary  for  the  administration  and  management 
of  functions  related  to  grant  programs  is 
allowable. 

5.  Bonding.  Costs  of  premiums  on  bonds 
covering  employees  who  handle  grantee 
agency  funds  are  allowable. 

6.  Budgeting.  Costs  Incurred  for  the  de¬ 
velopment,  preparation,  presentation,  and 
execution  of  budgets  are  allowable.  Costs  for 
services  of  a  central  budget  office  are  gen¬ 
erally  not  allowable  since  these  are  costs  of 
general  government.  However,  where  em¬ 
ployees  of  the  central  budget  office  actively 
participate  in  the  grantee  agency’s  budget 
process,  the  cost  of  identifiable  services  is 
allowable. 

7.  Building  lease  management.  The  admin¬ 
istrative  cost  for  lease  management  which 
includes  review  of  lease  proposals,  mainte¬ 
nance  of  a  list  of  available  property  for  lease, 
and  related  activties  is  allowable. 

8.  Central  stores.  The  cost  of  maintaining 
and  operating  a  central  stores  organization 
for  supplies,  equipment,  and  materials  used 
either  directly  or  indirectly  for  grant  pro¬ 
grams  is  allowable. 

9.  Communications.  Communication  costs 
Incurred  for  telephone  calls  or  service,  tele¬ 
graph,  teletype  service,  wide  area  telephone 
service  (WATS),  centrex,  telpak  (tie  lines), 
postage,  messenger  service  and  similar  ex¬ 
penses  are  allowable. 

10.  Compensation  for  personal  services — • 
a.  General.  Compensation  for  personal  serv¬ 
ices  Includes  all  remuneration,  paid  currently 
or  accrued,  for  services  rendered  during  the 
period  of  performance  under  the  grant  agree¬ 
ment,  including  but  not  necessarily  limited 
to  wages,  salaries,  and  supplementary  com¬ 
pensation  and  benefits  (section  B.13.).  The 
costs  of  such  compensation  are  allowable  to 
the  extent  that  total  compensation  for  indi¬ 
vidual  employees:  (1)  is  reasonable  for  the 
services  rendered,  (2)  follows  an  appoint¬ 
ment  made  In  accordance  with  State  or  local 
government  laws  and  rules  and  which  meets 
Federal  merit  system  or  other  requirements, 
where  applicable;  and  (3)  Is  determined  and 
supp<»ted  as  provided  In  b.  below.  Compen¬ 
sation  for  employees  engaged  In  Federally 
assisted  activities  will  be  considered  rea¬ 
sonable  to  the  extent  that  It  Is  consistent 
with  that  paid  for  similar  work  in  other 
activities  of  the  State  or  local  government. 
In  cases  where  the  kinds  of  employees  re¬ 
quired  for  the  Federally  assisted  activities 
are  not  found  In  the  other  activities  of  the 
State  or  local  goveriunent,  compensation  will 
be  considered  reasonable  to  the  extent  that 
It  Is  comparable  to  that  paid  for  similar  work 
In  the  labw  market  in  which  the  employing 
government  competes  for  the  kind  of  em¬ 
ployees  inv<dved.  Compensation  siirveys  pro¬ 
viding  data  representative  of  the  labor  mar¬ 
ket  Involved  will  be  an  acceptable  basis  for 
evaluating  reasonidileness. 

b.  Payroll  and  distribution  of  time. 
Amounts  charged  to  grant  programs  for  per¬ 
sonal  services,  regardless  of  whether  treated 
as  direct  or  indirect  costs,  will  be  based  on 
payrolls  'doc\imented  and  approved  In  ac¬ 
cordance  with  generally  accepted  practice  of 
the  State  or  local  agency.  Payrolls  must  be 
supported  by  time  and  attendance  or  equiv¬ 
alent  records  tar  individual  employees.  Sal¬ 
aries  and  wages  of  employees  chargeable  to 
more  than  one  grant  program  or  other  cost 
objective  will  be  supported  by  appropriate 
time  distribution  records.  The  method  used 
should  product  an  equitable  distribution  of 
time  and  effort. 

11.  Depreciation  and  use  allowances,  a. 
Grantees  may  be  compensated  for  the  use  of 
buildings,  capital  Improvements,  and  equip¬ 
ment  through  use  allowances  or  depreclaticHi. 
Use  allowances  are  the  means  of  providing 
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compensation  In  lieu  ot  depreciation  or  other 
equivalent  costs.  However,  a  combination  of 
the  two  methods  may  not  be  used  in.  ccm- 
nection  with  a  single  class  of  fixed  assets. 

b.  The  computation  of  depreciation  or  use 
allowance  will  be  based  on  acquisition  cost. 
Where  actual  cost  records  have  not  been 
maintained,  a  reasonable  estimate  of  the 
original  acquisition  cost  may  be  used  In  the 
computation.  Tlie  computation  will  exclude 
the  cost  or  any  portlcm  of  the  cost  ot  build¬ 
ings  and  equlproMit  donated  or  borne  di¬ 
rectly  or  indirectly  by  the  Federal  Govern¬ 
ment  through  charges  to  Federal  grant  pro¬ 
grams  or  otherwise.  lrrer^>ective  of  where 
title  was  originally  vested  ot  where  It  pres¬ 
ently  resides.  In  addition,  the  computaticm 
will  also  exclude  the  cost  of  land.  Deprecia¬ 
tion  or  a  use  allowance  on  idle  or  excess 
facilities  is  not  allowable,  except  when 
specifically  authorized  by  the  grantm:  Fed¬ 
eral  agency. 

c.  Where  the  depreciation  method  is  fol¬ 
lowed,  adequate,  property  records  must  be 
maintained,  and  any  generally  accepted 
method  of  computing  depreciation  may  be 
used.  However,  the  method  of  computing  de¬ 
preciation  must  be  consistently  applied  for 
any  specific  asset  or  class  of  assets  for  all 
affected  federally  sponsOTcd  programs  and 
must  result  In  equitable  charges  considering 
the  extent  of  the  use  of  the  assets  for  the 
benefit  of  such  programs. 

d.  In  lieu  of  depreciation,  a  use  allowance 
for  buildings  and  improvements  may  be  com¬ 
puted  at  an  annual  rate  not  exceeding  two 
percent  of  acq\ii8ltion  cost.  The  use  allow¬ 
ance  for  equipment  (excluding  Items  prop¬ 
erly  oqiitailaed  as  building  cost)  will  be 
computed  at  an  annual  rate  not  exceeding 
six  and  two-thirds  percent  of  acquisition 
cost  of  usable  equipment. 

e.  No  depreciation  or  use  charge  may  be 
allowed  on  any  assets  that  would  be  consid¬ 
ered  as  fully  depreciated,  provided,  how¬ 
ever,  that  reasonable  use  charges  may  be 
negcklated  for  any  such  assets  if  warranted 
after  taking  into  conslderaUoa  the  cost  of 
the  facility  or  item  Involved,  the  estimated 
useful  life  remaining  at  time  of  negotiation, 
the  effect  ot  any  Increased  maintenance 
chargee  or  decreased  efficiency  due  to  age, 
and  any  other  factors  pertinent  to  the 
utiiltlzation  of  the  facility  or  Item  for  the 
purpose  contemplated. 

12.  DUbuntng  »ervice.  The  cost  of  disburs¬ 
ing  grant  .program  funds  by  the  Treasurer 
or  other  designated  <^cer  Is  allowable.  Dis¬ 
bursing  services  cover  the  {mioessing  of 
checks  or  warrants,  from  preparation  to  re¬ 
demption,  including  the  necessary  records  of 
accountability  and  reconciliation  of  such 
records  with  related  cash  accounts. 

13.  Employee  fringe  benefitt.  Costs  identi¬ 
fied  under  a.  and  b.  below  are  allowable  to 
the  extent  that  total  compensation  for  em¬ 
ployees  is  reasonable  as  defined  in  section 
B.IO. 

a.  Employee  benefits  In  Um  form  of  regular 
compensation  paid  to  employees  during 
periods  of  authorized  absences  from  the  job, 
such  as  for  annual  leave,  sick  leave,  court 
leave,  military  leave,  and  the  like.  If  they  are : 

( 1 )  provided  ptusuant  to  an  approved  leave 
system,  and  (2)  the  cost  thereof  is  equitably 
allocated  to  all  related  activities.  Including 
grant  programs. 

b.  Employee  benefits  in  the  form  of  em¬ 
ployers'  contribution  or  expenses  for  social 
security,  employees'  life  and  health  insur¬ 
ance  plans,  unemployment  Insurance  cover¬ 
age,  workmen's  compensation  insurance,  pen¬ 
sion  plans,  severance  pay,  and  the  like,  pro¬ 
vided  such  benefits  are  granted  under  ap¬ 
proved  ffians  and  are  distributed  equitably 
to  grant  programs  and  to  other  activities. 

14.  Employee  moraie,  health  and  welfare 
costs.  The  costs  of  health  or  first-aid  clinics 


and/or  Infirmaries,  reoreaUonal  facilities, 
wnployees'  oounstilng  services,  amptoye^ln- 
formatlon  publloatlcms,  and  any  related  ex¬ 
penses  Incurred  In  acoordanoe  with  general 
State  or  local  policy,  are  allowable.  Ineome 
generated  frmn  any  ot  these  aetlvlttH  will 
be  offset  against  expenses. 

15.  Exhibits.  Costs  of  exhibits  relating  spe¬ 
cifically  to  the  grant  programs  are  allowable. 

16.  Legal  expenses.  The  cost  of  legal  ex¬ 
penses  required  In  the  admlnlstraaon  of 
grant  programs  is  allowable.  Ijegal  aervioes 
furnished  by  the  chief  legal  officer  of  a  State 
or  local  government  ot  his  staff  solely  for  the 
purpose  of  discharging  his  gerreral  responsi¬ 
bilities  as  legal  officer  are  unallowable.  Legal 
expenses  tar  the  prosecution  of  claims 
against  the  Federal  Government  are  un¬ 
allowable. 

17.  Maintenance  and  repair.  Costs  Incurred 
for  necessary  maintenance,  repair,  ot  upkeep 
of  property  which  neither  add  to  the  perma¬ 
nent  value  of  the  property  nor  appreciably 
prolong  Its  Intended  life,  but  keep  It  in  an 
efficient  operating  condition,  are  allowable. 

18.  Materials  and  supplies.  The  cost  of 
materials  and  supplies  necessary  to  carry  out 
the  grant  programs  is  allowable.  Purchases 
made  specifically  for  the  grant  program 
should  be  charged  thereto  at  their  actual 
prices  after  deducting  all  cash  discounts, 
trade  discounts,  rebates,  and  allowances  re¬ 
ceived  by  the  grantee.  Withdrawals  from 
general  stores  or  stockrooms  should  be 
charged  at  cost  imder  any  recognized  method 
of  pricing  consistently  iq>plled.  Incoming 
transportation  charges  are  a  proper  part  of 
material  cost. 

16.  Memberships,  subscriptions  and  pro¬ 
fessional  activities — a.  Memberships.  The  cost 
of  membership  in  civic,  business,  technical 
and  professional  organizations  is  allowable 
provided:  (1)  the  benefit  from  the  member¬ 
ship  is  related  to  the  grant  program,  (2)  the 
expenditvire  is  for  agency  membership,  (3) 
the  cost  (d  the  membership  Is  reasonably  re¬ 
lated  to  the  value  of  the  services  or  benefits 
received,  and  (4)  the  expenditure  is  not  f^ 
membership  in  an  cu’ganlzation  which  de¬ 
votes  a  substantial  part  of  its  activities  to 
influencing  legislation. 

b.  Reference  material.  The  cost  of  books, 
and  subscriptions  to  civic,  business,  profes¬ 
sional,  and  technical  periodicals  Is  allowable 
when  related  to  the  grant  program. 

c.  Meetings  and  conferences.  Costs  are  al¬ 
lowable  when  the  primary  purpose  ot  the 
meeting  is  the  dissemination  of  technical 
information  relating  to  the  grant  program 
and  they  are  consistent  with  regular  prac¬ 
tices  followed  for  other  activities  of  the 
grantee. 

20.  Motor  pools.  The  costs  of  a  service  orga¬ 
nization  which  provides  automobiles  to  user 
grantee  agencies  at  a  mileage  or  fixed  rate 
and/or  provides  vehicle  maintenance,  in- 
si}ection  and  repair  services  are  allowable. 

21.  Payroll  preparation.  The  cost  of  pre¬ 
paring  pairrolls  and  maintaining  necessary 
related  wage  records  is  allowable. 

22.  Personnel  administration.  Costs  for  the 
recruitment,  examination,  certification, 
classification,  training,  establishment  of  pay 
standards  and  related  activities  for  grant 
programs,  are  allowable. 

23.  Printing  and  reproduction.  Cost  for 
printing  and  reproduction  services  necessary 
for  grant  administration,  including  but  not 
limited  to  forms,  report^  manusds,  and  In¬ 
formational  literature,  are  allowable.  Pub¬ 
lication  costs  of  reports  or  other  media  re¬ 
lating  to  grant  program  accomplishments  or 
results  are  allowable  when  provided  for  in 
the  grant  agreement. 

24.  Procurement  service.  The  cost  of  pro¬ 
curement  service.  Including  solicitation  of 
bids,  preparation  and  award  of  contracts,  and 
all  phases  of  contract  administration  In  pro¬ 


viding  goods,  facilities  and  services  for  grant 
programs.  Is  aDowaMe. 

Sf .  Taxes.  In  gsnoal,  taxes  or  payments  In 
Hsu  of  taxes  which  the  grantee  agency  is 
legally  required  to  pay  are  allowalde. 

96.  TratKtng  assd  edsuMtion.  The  cost  of  In- 
servloe  training,  eostomarlly  provided  for 
employee  development  which  dtreetly  or  In¬ 
directly  benefits  grant  programs  Is  allowalfie. 
Out-of-servlce  training  Involving  extended 
periods  of  time  is  allowabie  only  when  spe- 
ciflcally  authorized  by  the  grantor  agency. 

27.  Transportation.  Costs  Incurred  for 
freight,  carti^e,  express,  postage  and  other 
transp«irtatlon  costs  relating  either  to  goods 
purchased,  delivered,  or  moved  from  one 
location  to  anotho*  are  allowable. 

28.  Travel.  Travel  costs  are  allowable  for 
expenses  for  transportation,  lodging,  sub¬ 
sistence,  and  related  items  incurred  by  em¬ 
ployees  who  are  in  travel  status  on  official 
business  Incident  to  a  grant  program.  Such 
costs  may  be  charged  oq  an  actual  basis, 
on  a  per  diem  or  mileage  basis  In  lieu  of 
actual  costs  Inctnred,  or  on  a  combination  of 
the  two,  provided  the  method  used  Is  ap¬ 
plied  to  an  entire  trip,  and  results  in  charges 
consistent  with  those  normaUy  allowed  In 
like  circumstances  In  nonfederally  ap<m8ored 
activities.  The  difference  In  cost  between 
first-class  air  accommodations  and  less-than- 
first-class  air  accommodations  is  unsdlow- 
able  except  when  leas-than-first-class  air  ac¬ 
commodations  are  not  reasonably  available. 

C.  Costs  allowable  with  approval  of  grantor 
agency.  1.  Automatic  data  processing.  The 
cost  of  data  processing  services  to  grant  pro¬ 
grams  is  aUowable.  This  cost  may  Include 
rental  of  equipment  or  depreciation  on 
grantee-owned  equipment.  The  acquisltiou  of 
equipment,  whether  by  outri^t  purchase, 
rental-purchase  agreement  or  other  method 
of  purchase,  Is  aUowable  only  upon  specific 
prior  ai>proval  of  the  grantor  Federal  agency 
as  provided  under  the  selected  item  for 
capital  expenditures. 

2.  Building  space  and  related  facilities.  The 
cost  of  space  in  privately  or  publicly  owned 
buildings  used  for  the  benefit  of  the  grant 
program  is  allowable  subject  to  the  con¬ 
ditions  stated  below.  The  total  cost  of 
space,  whether  In  a  privately  or  publicly 
owned  buUdlng,  may  not  exceed  the  rental 
cost  of  comparable  space  and  faculties  in  a 
privately  owned  building  in  the  same  locality. 
The  cost  of  space  procured  for  grant  program 
usage  may  not  be  charged  to  the  program 
for  periods  of  nonoocupancy,  without  author¬ 
ization  of  the  grantor  Federal  agency. 

a.  Rental  cost.  The  rental  cost  of  space  In 
a  privately  owned  buUding  Is  allowable. 

b.  Maintenance  and  operation.  The  cost  of 
utilities,  Insurance,  security.  Janitorial  serv¬ 
ices,  elevator  service,  upkeep  of  grounds,  nor¬ 
mal  repairs  and  alterations  and  the  like,  are 
allowable  to  the  extent  they  are  not  otherwise 
included  in  rental  or  other  charges  for  space. 

c.  Rearrangements  and  alterations.  Cost 
incurred  for  rearrangement  and  alteration  of 
facilities  required  specifically  for  the  grant 
program  or  those  that  materially  increase  the 
value  or  useful  life  of  the  faculties  (section 
cfi.)  are  allowable  when  i^eclfically  approved 
by  the  grantor  agency. 

d.  Depreciation  and  use  allowances  on  pub¬ 
licly  owned  buildings.  These  costs  are  allow¬ 
able  as  provided  In  section  B.ll. 

e.  Occupancy  of  space  under  rental-pur¬ 
chase  or  lease  with  option-to-purchase 
agreement.  The  cost  of  qsace  procured  under 
such  arrangements  Is  allowable  when  spe¬ 
cifically  approved  by  the  Federal  grants 
agency. 

3.  Capital  expenditures.  The  cost  of  facili¬ 
ties,  equipment,  other  capital  assets,  and  re¬ 
pairs  which  materially  Increase  the  value  or 
useful  life  of  capital  assets  Is  allowable  when 
such  procurement  is  specifically  approved  by 
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the  Federal  grantor  agency.  When  assets 
acqiilred  with  Federal  grant  fundit  are  (a) 
sold,  (b)  no  longer  available  for  use  In  a  fed¬ 
erally  sponsored  program,  or  (c)  used  for 
purposes  not  authorized  by  the  grantor 
agency,  the  Federal  grantor  agency’s  equity 
in  the  asset  will  be  refunded  in  the  same  pro¬ 
portion  as  Federal  participation  in  Its  cost. 
In  case  any  assets  are  traded  on  new  items, 
only  the  net  cost  of  the  newly  acquired  assets 
Is  allowable. 

4.  Insurance  and  indemnification,  a.  Costs 
Off  Insurance  required,  or  approved  and  main¬ 
tained  ptirsuant  to  the  grant  agreement,  is 
allowable. 

b.  Costs  of  other  insurance  in  connection 
with  the  general  conduct  of  activities  Is  al¬ 
lowable  subject  to  the  following  limitations; 

(1)  Types  and  extent  and  cost  of  coverage 
will  be  in  accordance  with  general  State 
or  local  government  policy  and  sound  busi¬ 
ness  practice. 

(2)  Costs  of  insurance  or  of  contributions 
to  any  reserve  covering  the  risk  of  loss  of, 
or  damage  to.  Federal  Government  property 
is  unallowable  exc^t  to  the  extent  that 
the  grantor  agency  has  specifically  required 
or  approved  such  costs. 

c.  Contributions  to  a  reserve  for  a  self- 
insurance  program  approved  by  the  Federal 
grantOT  agency  are  allowable  to  the  extent 
that  the  type  of  coverage,  extent  of  cover¬ 
age,  and  the  rates  and  premiums  would  have 
been  allowed  had  insurance  been  purchased 
to  cover  the  risks. 

d.  Actual  losses  which  coxild  have  been 
covered  by  permissible  Insurance  (through 
an  approved  self-insurance  program  or  other¬ 
wise)  are  imallowable  \mless  expressly  pro¬ 
vided  for  in  the  grant  agreement.  However, 
costs  incurred  because  of  losses  not  covered 
imder  nmnlnal  deductible  insurance  cover¬ 
age  provided  in  keeping  with  sound  manage¬ 
ment  practice,  and  minor  losses  not  covered 
by  Insurance,  such  as  spoilage,  breakage  and 
disappearance  of  small  hand  tools  which 
occur  In  the  ordinary  course  of  operations, 
are  allowable. 

e.  Indemnification  includes  secvirlng  the 
grantee  against  liabilities  to  third  persons 
and  other  losses  not  compensated  by  inst¬ 
ance  or  otherwise.  The  Government  is  obli¬ 
gated  to  indemnify  the  grantee  only  to  the 
extent  expressly  provided  for  m  the  grant 
agreement,  except  as  provided  in  d.  above. 

5.  Management  studies.  The  cost  of  man¬ 
agement  studies  to  imiM'ove  the  effectiveness 
and  efficiency  of  grant  management  for  on¬ 
going  programs  is  allowable  except  that  the 
cost  of  studies  performed  by  agencies  other 
than  the  grantee  department  or  outside  con¬ 
sultants  Is  allowable  only  when  authorized 
by  the  Federal  grantor  agency. 

6.  Preagreement  costs.  Costs  Incurred  prior 
to  the  effective  date  of  the  grant  or  contract, 
whether  or  not  they  would  have  been  allow¬ 
able  theretmder  If  Incurred  after  such  date, 
are  allotrable  when  specifically  provided  for 
in  the  grant  agreement. 

7.  Professional  services.  Cost  of  professional 
services  rendered  by  individuals  or  organiza¬ 
tions  not  a  part  of  the  grantee  department 
is  allowable  subject  to  such  prior  authwiza- 
tlon  as  may  be  required  by  the  Federal 
grantor  agency. 

8.  Proposal  costs.  Costs  of  preparing  pro¬ 
posals  on  potential  Federal  Government 
grant  agreements  are  allowable  when  q>eclf- 
loally  provided  for  in  the  grant  agreement. 

D.  Unallowable  costs — 1.  Bad  debts.  Any 
losses  arising  from  uncollectible  accounts  and 
other  claims,  and  related  costs,  are  unallow¬ 
able.  * 

2.  Contingencies.  Contributions  to  a  con¬ 
tingency  reserve  or  any  similar  provision  for 
unforeseen  events  are  unallowable. 

S.  Contributions  and  donations.  Unallow¬ 
able. 
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4.  Entertainment.  Costs  of  amusements, 
social  activities,  and  Incidental  costs  relat¬ 
ing  thereto,  such  as  meals,  beverages,  lodg¬ 
ings,  rentals,  transportation,  and  gratuities, 
are  unallowable. 

5.  Fines  and  penalties.  Costs  resulting  from 
violations  of,  or  failure  to  comply  with  Fed¬ 
eral,  State  and  local  laws  and  regulations 
are  unallowable. 

6.  Governor’s  expenses.  The  salaries  and 
expenses  of  the  Office  of  the  Governor  of  a 
State  or  the  chief  executive  of  a  political 
subdivision  are  considered  a  cost  of  general 
State  or  local  government  and  are  unallow¬ 
able. 

7.  Interest  and  other  financial  costs.  In¬ 
terest  on  borrowings  (however  represented), 
bond  discounts,  cost  of  ilnancing  and  re¬ 
financing  (^rations,  and  legal  and  pro¬ 
fessional  fees  paid  In  connection  therewith, 
are  unallowable  except  when  authorized  by 
Federal  legislation. 

8.  Legislative  expenses.  Salaries  and  other 
expenses  of  the  State  legislature  or  similar 
local  governmental  bodies  such  as  county 
supervisors,  city  councils,  school  boards,  etc., 
whether  incurred  for  purposes  of  legisla¬ 
tion  or  executive  direction,  are  unallowable. 

9.  Underrecovery  of  costs  under  grant 
agreements.  Any  excess  of  cost  over  the  Fed¬ 
eral  contribution  under  one  grant  agree¬ 
ment  Is  unallowable  tmder  other  grant 
agreements. 

Appxnoix  K 

There  Is  set  forth  below  standards  for 
grantee  financial  management  systems  ap¬ 
plicable  to  grants  under  the  Airport  and 
Airway  Development  Act  of  1970. 

STANDARDS  FOR  GRANTEE  FINANCIAI. 
MANAGEMENT  SYSTEMS 

1.  This  appendix  prescribes  standards  for 
financial  management  sirstems  of  grant- 
supported  activities  of  State  and  local  gov¬ 
ernments  under  the  Airport  and  Airway  De¬ 
velopment  Act  of  1970. 

2.  Grantee  financial  management  sys¬ 
tems  shall  provide  for: 

a.  Accurate,  current,  and  complete  dis¬ 
closure  of  the  financial  results  of  each  grant 
program  In  accordance  with  Federal  report¬ 
ing  requirements.  When  a  Federal  grantor 
agency  requires  reporting  on  an  accrual 
basis  and  the  grantee’s  accounting  records 
are  not  kept  on  that  basis,  the  grantee 
should  devel(9  such  information  through 
an  analysis  of  the  documentation  on  hand 
or  on  the  basis  of  best  estimates. 

b.  Records  which  identify  adequately  the 
source  and  application  of  funds  for  grant- 
supported  activities.  ’These  reccrds  shall  con¬ 
tain  Information  pertaining  to  grant  awards 
and  authorizations,  obligations,  unobligated 
balances,  assets,  liabilities,  outlays,  and 
income. 

c.  Effective  control  over  and  accountabil¬ 
ity  for  all  funds,  property,  and  other  assets. 
Grantees  shall  adequately  safegtiard  all  such 
assets  and  shall  assure  that  they  are  used 
solely  for  authorized  purposes. 

d.  Comparison  of  actual  with  budgeted 
amounts  for  each  grant.  Also,  relation  of 
financial  information  with  performance  or 
productivity  data,  Including  the  production 
of  unit  cost  Information  whenever  appro¬ 
priate  and  required  by  the  grantor  agency. 

e.  Procedures  to  minimize  the  time  elaps¬ 
ing  between  the  transfer  of  funds  from  the 
UB.  Treasury  and  the  disbursement  by  the 
grantee,  whenever  funds  are  advanced  by 
the  Federal  Govenunent.  When  advances 
are  made  by  a  letter-of-credlt  method,  the 
grantee  shall  make  drawdowns  from  the 
US.  Treasury  through  his  commercial  bank 
as  close  as  possible  to  the  time  of  making  the 
dlsbiusements. 

f.  Procedures  for  determining  the  allow¬ 
ability  and  allocablllty  of  costs  In  accord- 
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ance  with  the  provisions  of  Appendix  J  of 
this  part. 

g.  Accounting  records  which  are  sup¬ 
ported  by  soxuxe  documentation. 

h.  Audits  to  be  made  by  the  grantee  or  at 
his  direction  to  determine,  at  a  minimum, 
the  fiscal  Integrity  of  financial  transactions 
and  repmts,  and  the  compliance  with  laws, 
regulations,  and  administrative  require¬ 
ments.  The  grantee  will  schedule  such  audits 
with  reasonable  frequency,  \isually  annually, 
but  not  less  frequently  than  once  every  two 
years,  considering  the  nature,  size,  and  com¬ 
plexity  of  the  activity. 

1.  A  systematic  method  to  assure  timely 
and  appropriate  resolution  of  audit  findmgs 
and  recommendations. 

3.  Grantees  shall  require  subgrantees 
(recipients  of  grants  which  are  passed 
through  by  the  grantee)  to  adopt  all  of  the 
standards  m  paragraph  2  above. 

Appendix  L 

’There  is  set  forth  below  property  man¬ 
agement  standards  applicable  to  grants 
under  the  Airport  and  Airway  Develop¬ 
ment  Act  of  1970. 

PROPERTY  MANAGEMENT  STANDARDS 

1.  This  Appendix  prescribes  uniform 
standards  governing  the  utilization  and  dis¬ 
position  of  property  furnished  by  the  Fed¬ 
eral  Government  or  acquired  In  whole  or 
In  part  with  Federal  funds  by  State  and 
local  governments.  The  grantees  shall  be 
autbCH-lzed  to  use  their  own  property  man¬ 
agement  standards  and  procedures  as  long 
as  the  provisions  of  this  Appendix  are 
included. 

2.  ’The  following  definitions  apply  tor  the 
purpose  of  this  Appendix. 

a.  Real  property.  Beal  property  means 
land,  land  improvements,  structures  and 
appurtenances  thereto,  excluding  movable 
machinery  and  equipment. 

b.  Personal  property.  Personal  prcqierty 
means  prc^rty  of  any  kind,  except  real 
property.  It  may  be  tangible — having  physi¬ 
cal  existence,  or  Intangible — ^having  no 
physical  existence,  such  as  patents.  Inven¬ 
tions,  and  c(H>yrights. 

c.  Nonexpendable  personal  property.  Non¬ 
expendable  personal  property  means  tcmgl- 
ble  personal  property  having  a  useful  life 
of  more  than  one  year  and  an  acquisition 
cost  of  $300  or  more  per  unit.  A  grantee  may 
use  its  own  definition  of  nonexpendable 
p>ersonal  property  provided  that  such  defini¬ 
tion  would  at  least  mclude  all  tangible  per¬ 
sonal  property  as  defined  above. 

d.  Expendable  personal  property.  Expftnd- 
able  personal  pr<^rty  refers  to  all  tangible 
personal  other  than  nonexpendable  prc^- 
erty. 

e.  Excess  property.  Excess  property  means 
pn^rty  under  the  contr<fi  of  any  Federal 
agency  which,  as  determined  by  the  head 
thereof,  is  no  longer  required  for  Its  needs. 

3.  Each  Federal  grantor  agency  shall  pre¬ 
scribe  requirements  for  grantees  concerning 
the  use  of  real  property  fimded  partly  or 
wholly  by  the  Federal  Government.  Unless 
otherwise  provided  by  statute,  such  require¬ 
ments,  as  a  minimum,  shall  contain  the 
following: 

a.  The  grantee  shall  use  the  real  property 
for  the  authorized  purpose  of  the  original 
grant  as  long  as  needed. 

b.  ’The  grantee  shall  obtain  approval  by 
the  grantor  agency  for  the  use  of  the  real 
property  in  other  projects  when  the  grantee 
determines  that  the  property  is  no  longer 
needed  for  the  original  grant  purposes.  Use 
In  other  projects  shall  be  limited  to  those 
imder  other  Federal  grant  programs,  or  pro¬ 
grams  that  have  purposes  consistent  with 
those  authorized  for  support  by  the  grantor. 

c.  When  the  real  property  Is  no  longer 
needed  as  provided  in  a.  and  b..  above,  the 


PfOERAL  REGISTER.  VOL  39,  NO.  106 — FRIDAY,  MAY  31,  1974 


19358 


RULES  AND  REGULATIONS 


grantee  sball  return  all  real  property  fur¬ 
nished  or  purchased  wholly  with  Federal 
grant  funds  to  the  control  of  the  Federal 
grantor  agency.  In  the  case  of  property  pur¬ 
chased  in  part  with  Federal  grant  funds,  the 
grantee  may  be  permitted  to  take  title  to  the 
Federal  Interest  therein  upon  compensating 
the  Federal  Government  for  its  fair  share  of 
the  property.  Hie  Federal  share  of  the  prop¬ 
erty  shall  be  the  amoimt  computed  by  apply¬ 
ing  the  percentage  of  the  Federal  participa¬ 
tion  in  the  total  cost  of  the  grant  program 
for  which  the  property  was  acquired  to  the 
current  fair  market  value  of  the  prc^ierty. ' 

4.  Standards  and  procedures  governing 
ownership,  use.  and  disposition  of  nonex¬ 
pendable  personal  property  furnished  by  the 
Federal  Government  or  acquired  with  Fed¬ 
eral  funds  are  set  forth  below: 

a.  Nonexpendable  personal  property  ac¬ 
quired  rcith  Federal  funds.  When  nonexpend¬ 
able  personal  property  is  acquired  by  a 
grantee  wholly  or  In  part  with  Federal  funds, 
title  will  not  be  taken  by  the  Federal  Gov¬ 
ernment  except  as  provided  in  paragraph 
4a(4),  but  shaU  be  vested  in  the  grantee 
subject  to  the  following  restrictions  on  use 
and  disposition  of  the  property: 

(1)  The  grantee  shall  retain  the  property 
acquired  with  Federal  funds  In  the  grant 
program  as  long  as  ttiere  is  a  need  for  the 
property  to  accomplish  the  purpose  of  the 
grant  program  whether  or  not  the  program 
conttnuea  to  be  supported  by  Federal  funds. 
When  there  Is  no  longer  a  need  for  the  prop¬ 
erty  to  accomplish  the  purpose  at  the  grant 
program,  the  grantee  shall  use  the  property 
In  connection  with  other  Federal  grants  it 
has  received  In  the  following  order  of 
prlcM-ity: 

(a)  Other  grants  of  the  same  Federal 
grantor  agency  needing  the  property. 

(b)  Grants  of  other  Federal  agencies  need¬ 
ing  the  property. 

(2)  When  the  grantee  no  longer  has  need 
for  the  property  In  any  of  Its  Federal  grant 
programs,  the  property  may  be  used  for  Its 
own  official  activities  in  accordance  with  the 
following  standards: 

(a)  Nonexpendable  property  with  an  acqui¬ 
sition  cost  of  less  than  $500  and  used  four 
years  or  more.  The  grantee  may  use  the 
property  for  its  own  official  activities  without 
reimbursement  to  the  Federal  Government 
or  sell  the  property  and  retain  the  proceeds. 

(b)  AQ  other  nonexpendable  property.  The 
grantee  may  retain  the  property  for  its  own 
use  provided  that  a  fair  compensation  is 
made  to  the  original  grantor  agency  for  the 
latter’s  share  of  the  property.  The  amount 
of  compensation  shall  be  computed  by  apply¬ 
ing  the  percentage  of  Federal  partlctpatlon 
in  the  grant  program  to  the  current  fair  mar¬ 
ket  value  of  the  property. 

(8)  If  the  grantee  has  no  need  for  the  prop¬ 
erty,  disposition  of  the  property  shall  be 
made  as  follows: 

(a)  Nonexpendable  property  with  an  ac¬ 
quisition  cost  of  $1,000  or  less.  Except  for 
that  property  which  meets  the  criteria  of 
(2)  (a)  above,  the  grantee  shall  sell  the  prop¬ 
erty  and  reimburse  the  Federal  grantor 
agency  an  amount  which  is  computed  in 
accordance  with  (111)  below. 

(b)  Nonexpendable  property  with  an  ac¬ 
quisition  cost  of  over  $lfi00.  The  grantee 
shall  request  disposition  instructions  from 
the  grantor  agency.  The  Federal  agency  shall 
determine  whether  the  property  ccm  be  used 
to  meet  the  agency's  requirement.  If  no  re¬ 
quirement  exists  within  that  agency,  the 
availability  of  the  property  shall  be  reported 
to  the  General  Services  Administration 
(GSA)  by  the  Federal  agency  to  determine 
whether  a  requirement  tat  the  property  exists 
in  other  Federal  agencies.  The  Federal 
grantor  agency  shall  issue  instructions  to  the 
grantee  within  120  days  and  the  following 
procedures  shall  govern : 


(1)  If  the  grantee  is  instructed  to  ship  the 
property  elsewhere,  the  grantee  shall  be  re¬ 
imbursed  by  the  benefiting  Federal  agency 
with  an  amoimt  which  is  o(»nputed  by  apply¬ 
ing  the  percentage  of  the  grsmtee’s  partici¬ 
pation  in  the  grant  program  to  the  current 
fair  market  value  of  the  property,  plus  any 
shipping  or  interim  storage  costs  incurred. 

(ii)  If  the  grantee  Is  instructed  to  other¬ 
wise  di^ose  of  the  property,  he  shall  be  re¬ 
imbursed  by  the  Federal  grantor  agency  for 
such  costs  Incurred  in  its  di^iosltlon. 

(Ill)  If  di^iosltlon  instructions  are  not 
Issued  within  120  days  after  repmting,  the 
grantee  shall  sell  the  property  and  reim¬ 
burse  the  Federal  grantor  agency  an  amoimt 
which  is  computed  by  applying  the  percent¬ 
age  of  Federal  participation  in  the  grant 
program  to  the  sales  proceeds.  Further,  the 
grantee  shall  be  permitted  to  retain  $100  or 
10  percent  of  the  proceeds,  whichever  is 
greater,  for  the  grantee’s  selllzig  and  handling 
expenses. 

(4)  Where  the  grantor  agency  determines 
that  property  with  an  acquisition  cost  of 
$1,000  or  more  and  financed  solely  with  Fed¬ 
eral  funds  is  unique,  difficult,  or  costly  to 
replace,  it  may  reserve  title  to  such  property, 
subject  to  the  following  provisions: 

(a)  The  pn^rty  shall  be  appropriately 
identified  in  the  grant  agreement  or  other¬ 
wise  made  known  to  the  grantee. 

(b)  The  grantor  agency  shall  issue  diapoBl- 
tion  instructions  within  120  days  after  ttie 
completion  of  the  need  for  the  property  un¬ 
der  the  Federal  grant  for  which  it  was  ac¬ 
quired.  If  the  grantor  agency  fails  to  issue 
disposition  instructions  within  120  days,  the 
grantee  shall  apply  the  standards  of  4a(l), 
4a(2)(b),and4s(3)(b). 

b.  FederaUy-oumed  -  nonexpendable  per¬ 
sonal  property.  Unless  statutory  authority  to 
transfer  title  has  been  granted  to  an  agency, 
title  to  Federally-owned  property  (property 
to  which  the  Federal  Government  retains 
title  including  excess  property  made  avail¬ 
able  by  the  Federal  grantm*  agencies  to 
grantees)  remains  vested  by  law  in  the  Fed¬ 
eral  Government.  Upon  termination  of  the 
grant  or  need  for  the  property,  such  prop¬ 
erty  shall  be  reported  to  the  grantor  agency 
for  further  agency  utilization  or,  if  appro¬ 
priate,  for  reporting  to  the  General  Services 
Administration  for  other  Federal  agency  utili¬ 
zation.  Appropriate  disposition  instructions 
will  be  issued  to  the  grantee  after  comple¬ 
tion  of  Federal  agency  review. 

5.  The  grantees’  |m>perty  management 
standards  for  nonexpendable  personal  prop¬ 
erty  shall  also  include  the  fcAlowing  proce¬ 
dural  requirements: 

a.  Property  rec<»ds  shall  be  maintained 
accurately  and  provide  for:  a  description  of 
the  property:  manufacturer’s  serial  numbrnr 
or  other  identification  number;  acquisition 
date  and  cost;  source  of  the  property:  per¬ 
centage  of  Federal  funds  used  in  the  purchase 
of  property;  location,  use,  and  oondltion  of 
the  property;  and  ultimate  dlqxisttlon  data 
including  sales  price  or  the  method  used 
to  determine  current  fair  market  value  If 
the  grantee  reimburses  the  grantor  agency  for 
its  share. 

b.  A  physical  inventory  of  property  shall  be 
taken  and  the  results  reconciled  with  the 
prc^terty  records  at  least  once  vrtry  two  years 
to  verify  the  existence,  current  utilization, 
and  continued  need  for  the  property. 

c.  A  control  system  $haU  be  in  effect  to 
insure  adequate  safeguards  to  prevent  loss, 
damage,  or  theft  to  the  property.  Any  loss, 
damage,  or  theft  of  nonexpendaMe  property 
shall  be  investigated  and  fully  documented. 

d.  Adequate  maintenance  procedures  shall 
be  implemented  to  keep  the  property  in  good 
oondltion. 

e.  Proper  sales  procedures  shall  be  eetab- 
llshed  for  uimeeded  property  which  would 


provide  for  (xunpetltion  to  the  extent  prac¬ 
ticable  and  result  In  the  highest  possible 
ret'U'n. 

6.  When  the  total  Inventory  value  of  any 
unused  expendable  personal  pix^ierty  ex¬ 
ceeds  $B00  at  the  eviration  of  need  for  any 
Federal  grant  purpoees.  the  grantee  may  re¬ 
tain  the  property  or  sell  the  property  as  long 
as  he  compensates 'the  Federal  Government 
for  its  shsue  in  the  cost.  The  amount  of  oom- 
pensatlon  shall  be  computed  in  accordance 
with4a(2)  (b). 

7.  Specific  stendards  for  control  ot  in¬ 
tangible  prc^rty  are  provided  as  follows: 

a.  If  any  program  produces  patents,  patent 
rights,  processes,  or  inventions,  in  the  course 
of  work  aided  by  a  Federal  grant,  such  fact 
shall  be  promptly  and  fully  reported  to  the 
grantor  agency.  The  grantor  agency  shall 
determine  whethw  protection  on  such  in- . 
vention  <»'  discovery  shall  be  sought  and 
how  the  rights  in  the  Invention  or  dis¬ 
covery — including  rights  under  any  patent 
issued  thereon — shall  he  disposed  of  and 
administered  in  order  to  protect  the  public 
interest  consistent  with  “Government  Patent 
Policy’’  (President’s  Memorandum  for  Heads 
of  Executive  Departments  and  Agencies,  Au¬ 
gust  23,  1971,  and  Statement  of  Government 
Patent  Policy  as  printed  in  36  FR  16869). 

b.  Where  the  grant  results  in  a  book  or 
other  copyrightable  material,  the  auttuM'  or 
grantee  Is  free  to  copyright  the  work,  but 
the  Federal  grantor  agency  reserves  a 
royalty-free,  nonexclusive  and  irrevocable 
license  to  reproduce,  publish,  or  otherwise 
use,  and  to  authorize  others  to  use  the  work 
for  Government  purposes. 

Appxmdix  M 

There  is  set  forth  below  procurement 
standards  applicable  to  grants  under  the 
Airport  and  Airway  Development  Act  of 
1970. 

FBOCUBZMZNT  STANDARDS 

1.  This  Appendix  provides  standards  for 
use  by  the  State  and  local  governments  in 
establishing  procedures  for  the  procurement 
of  suppllee,  equipment,  construction,  and 
other  services  vrith  Federal  grant  funds. 
These  standards  are  furnished  to  insure  that 
such  materials  and  services  are  obtained  in 
an  effective  manner  and  in  compliance  with 
the  provisions  of  applicable  Federal  law  and 
Executive  orders. 

2.  The  Standards  ctmtained  In  this  Appen¬ 
dix  do  not  relieve  the  grantee  of  the  con¬ 
tractual  responsibilities  arising  under  its 
contracts.  Hw  grantee  is  the  responsible  au¬ 
thority,  without  recourse  to  the  grantor 
agency  regarding  the  settlement  and  satis¬ 
faction  of  all  contractual  and  administrative 
issues  arising  out  of  procurements  entered 
into,  in  support  of  a  grant.  This  includes  but 
is  not  limited  to:  disputes,  claims,  protests 
of  award,  source  evaluation  or  other  matters 
of  a  contractual  nature.  Matters  concerning 
violation  of  law  are  to  be  referred  to  such 
local.  State,  or  Federal  authority  as  may 
have  proper  jurisdiction. 

3.  Grantees  may  use  their  own  procure¬ 
ment  regulations  which  reflect  applicable 
State  and  local  law.  rules  and  regulations 
provided  that  procurements  made  with  Fed¬ 
eral  grant  funds  adhere  to  the  standards  set 
forth  as  follows: 

a.  The  grantee  shall  naintaln  a  code  or 
standards  of  conduct  which  shall  govern  the 
performance  of  its  officers,  employees,  or 
agents  in  contracting  with  and  expending 
Federal  grant  funds.  Grantee’s  officers,  em¬ 
ployees  or  agents,  shall  i|fither  solicit  nor 
accept  gratuities,  favors,  or  anything  of 
monetary  value  fimn  otmtractors  or  potential 
omtractors.  ’To  the  extent  permissible  by 
State  or  local  law.  rules  or  regulatkms,  such 
standards  shall  provide  for  penalttes.  sanc¬ 
tions,  or  other  disciplinary  actions  to  be  ap¬ 
plied  for  violations  of  such  standards  by 
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either  the  grantee  officers,  employees,  or 
agents,  or  by  contractcm  or  tbelr  agents. 

b.  All  procurement  transactions  regardless 
of  whetbw  negotiated  or  advertised  and 
without  regard  to  dollar  value  shall  be  con> 
ducted  in  a  manner  so  as  to  provide  maxi¬ 
mum  open  and  free  competition.  The  grantee 
should  be  alert  to  organizational  conflicts  of 
interest  or  noncompetitive  practices  among 
contractors  which  may  restrict  or  eliminate 
competition  or  otherwise  restrain  trade. 

c.  The  grantee  shall  establish  procurement 
procedures  which  provide  for,  as  a  minimum, 
the  following  procedural  requirements: 

( 1 )  Proposed  procurement  actions  shall  be 
reviewed  by  grantee  (^cials  to  avoid  pur¬ 
chasing  unnecessary  or  duplicative  items. 
Where  appropriate,  an  analysis  shall  be  made 
of  lease  and  purchase  alternatives  to  deter¬ 
mine  which  would  be  the  most  economical, 
practical  procurement. 

(2)  Invitations  for  bids  or  requests  for 
proposals  shall  be  based  upon  a  clear  and 
accurate  description  of  the  technical  require¬ 
ments  for  the  material,  product,  or  service 
to  be  procured.  Such  description  shall  not,  in 
competitive  procurements,  contain  features 
which  unduly  restrict  competition.  “Brand 
name  or  equal”  description  may  be  used  as  a 
means  to  define  the  performance  or  other 
salient  requirements  of  a  procurement,  and 
when  so  used  the  specific  features  of  the 
named  brand  which  must  be  met  by  offerors 
should  be  clearly  specified. 

(3)  Positive  efforts  shall  be  made  by  the 
grantees  to  utilize  small  business  and  minor¬ 
ity-owned  business  sources  of  supplies  and 
services.  Such  efforts  should  allow  these 
sources  the  maximum  feasible  opportunity  to 
compete  for  contracts  to  be  performed  utiliz¬ 
ing  Federal  grant  funds. 

(4)  The  type  of  procuring  instruments 
used  (l.e.,  fixed  price  contracts,  cost  reim¬ 
bursable  contracts,  purchase  orders,  incen¬ 
tive  contracts,  etc.),  shall  be  appropriate  for 
the  particular  procurement  and  for  promot¬ 
ing  the  best  interest  of  the  grant  program 
involved.  The  “cost-plus-a-percentage-of- 
cost”  method  of  contracting  shall  not  be 
used. 

(5)  Formal  advertising,  with  adequate 
purchase  description,  sealed  bids,  and  pub¬ 
lic  openings  shall  be  the  required  method  of 
procurement  unless  negotiation  pursuant  to 
paragraph  (6)  below  it  necessary  to  accom¬ 
plish  sound  procurement.  However,  procure¬ 
ments  of  $2,500  or  less  need  not  be  so  adver¬ 
tised  unless  otherwise  required  by  State  or 
local  law  or  regulations.  Where  such  adver¬ 
tised  bids  are  obtained  the  awards  shall  be 
made  to  the  responsible  bidder  whose  bid  is 
responsive  to  the  invitation  and  is  most 
advantageous  to  the  grantee,  price  and  other 
factors  considered.  (Factors  such  as  dis¬ 
counts,  transportation  costs,  taxes  may  be 
considered  in  determining  the  lowest  bid.) 
Invitations  for  bids  shall  clearly  set  forth  all 
requirements  which  the  bidder  must  fulfill  in 
order  for  his  bid  to  be  evaluated  by  the 
grantee.  Any  or  all  bids  may  be  rejected  when 
it  is  in  the  grantee’s  interest  to  do  so,  and 
such  rejections  are  in  accordance  with  appli¬ 
cable  State  and  local  law,  rules,  and  regula¬ 
tions  . 

(6)  Procurements  may  be  negotiated  if  it 
is  Impracticable  and  Infeasible  to  use  formal 
advertising.  Generally,  procurements  may  be 
negotiated  by  the  grantee  under  any  of  the 
following  conditions: 

(a)  The  public  exigency  will  not  permit 
the  delay  Incident  to  advertising; 

(b)  The  material  or  service  to  be  procured 
is  available  from  only  one  person  or  firm. 
(All  contemplated  sole  source  procurements 
where  the  aggregate  expenditure  is  expected 
to  exceed  $5,000  shall  be  referred  to  the 
grantor  agency  for  prior  approval.) 

(c)  The  aggregate  amount  involved  does 
not  exceed  $2,500; 


(d)  The  contract  is  for  personal  or  pro¬ 
fessional  services,  or  for  any  service  to  be 
rendered  by  a  university,  college,  or  other 
educational  institutions; 

(e)  The  material  at  services  are  to  be  pro¬ 
cured  and  used  outside  the  limits  of  the 
United  States  and  its  possessions; 

(f)  No  acceptable  bids  have  been  received 
after  formal  advertising; 

(g)  The  purchases  are  for  highly  perish¬ 
able  materials  of  medical  supplies,  for  mate¬ 
rial  or  services  where  the  prices  are  estab¬ 
lished  by  law,  for  technical  items  or 
equipment  requiring  standardization  and 
interchangeability  of  parts  with  existing 
equipment,  for  experimental,  developmental 
or  research  work,  for  supplies  purchased  for 
authorized  resale,  and'  for  technical  or  spe¬ 
cialized  supplies  requiring  substantial  initial 
investment  for  manufactiuo; 

(h)  Otherwise  authorized  by  law,  rules, 
or  regulations.  Notwithstanding  the  exist¬ 
ence  of  circumstances  Justifying  negotia¬ 
tion,  competition  shall  be  obtained  to  the 
maximum  extent  practicable. 

(7)  Contracts  shall  be  made  only  with 
responsible  contractors  who  possess  the 
potential  ability  to  perform  successfully 
under  the  terms  and  conditions  of  a  pro¬ 
posed  procurement.  Consideration  shall  be 
given  to  such  matters  as  contractor  integrity, 
record  of  past  performance,  financial  and 
technical  resources,  or  accessibility  to  other 
necessary  resotirces. 

(8)  Procurement  records  or  files  for  pur¬ 
chases  in  amounts  in  excess  of  $2,500  shall 
provide  at  least  the  following  pertinent  in¬ 
formation:  Justification  for  the  use  of 
negotiation  in  lieu  of  advertising,  contractor 
selection,  and  the  basis  for  the  cost  or  price 
negotiated. 

(9)  A  system  for  contract  administration 
shall  be  maintained  to  assure  contractor 
conformance  ^ith  terms,  conditions,  and 
specifications  of  the  contract  or  order,  and 
to  assure  adequate  and  timely  followup  of 
all  purchases. 

4.  The  grantee  shall  include,  in  addition 
to  provisions  to  define  a  sound  and  com¬ 
plete  agreement,  the  following  provisions  In 
all  contracts  and  subgrants: 

a.  Contracts  shall  contain  such  contract¬ 
ual  provisions  or  conditions  which  will  allow 
for  administrative,  contractual,  or  legal  rem¬ 
edies  in  Instances  where  contractors  violate 
or  breach  contracts  terms,  and  provide  for 
such  sanctions  and  penalties  as  may  be 
appropriate. 

b.  All  contracts,  amounts  for  which  are  in 
excess  of  $2,500,  shall  contain  suitable  pro¬ 
visions  for  termination  by  the  grantee,  in¬ 
cluding  the  manner  by  which  it  will  be 
effected  and  the  basis  for  settlement.  In  addi¬ 
tion,  such  contracts  shall  describe  conditions 
under  which  the  contract  may  be  terminated 
for  default  as  well  as  conditions  where  the 
contract  may  be  terminated  because  of  cir¬ 
cumstances  beyond  the  control  of  the  con¬ 
tractor. 

c.  In  all  contracts  for  constrvction  or 
facility  improvement  awarded  in  excess  of 
$100,000,  grantees  shall  require  a  perform¬ 
ance  bond  and  a  payment  bond  on  the  part 
of  the  contractor,  each  for  100  percent  of  the 
contract  price. 

d.  All  contracts  and  subgrants  in  excess  of 
$10,000  shall  include  provisions  for  compli¬ 
ance  with  Executive  Order  No.  11246,  entitled, 
“Equal  Employment  Opportunity,”  as  sup¬ 
plemented  in  Department  of  Labor  Regula¬ 
tions  (41  CFR,  Part  60).  Each  contractor  or 
subgrsmtee  shall  be  required  to  have  an 
affirmative  action  plan  which  declares  that  it 
does  not  discriminate  on  the  basis  of  race, 
color,  religion,  creed,  national  origin,  sex,  and 
age  and  which  specifies  goals  and  target  dates 
to  assure  the  i^lementation  of  that  plan. 
The  grantee  shall  establish  procedures  to  as¬ 
sure  comidlance  with  this  requirement  by 


contractors  or  subgrantees  and  to  assure  that 
suspected  or  reported  violations  are  promptly 
investigated. 

e.  All  contracts  and  subgrants  for  construc¬ 
tion  or  repair  shall  include  a  provision  for 
compliance  with  the  Copland  “Anti-Kick 
Back”  Act  (18  UB.C.  874)  as  supplemented  in 
Department  of  Labor  regulations  (29  CFR, 
Part  3).  This  Act  provides  that  each  con¬ 
tractor  or  subgrantee  shall  be  prohibited 
from  inducing,  by  any  means,  any  person 
employed  in  the  construction,  completion,  or 
repair  of  public  work,  to  give  up  any  piu^  of 
the  compensation  to  which  he  is  otherwise 
entitled.  The  grantee  shall  report  all  sus¬ 
pected  or  reported  violations  to  the  grantor 
agency. 

f.  When  required  by  the  Federal  grant 
program  legislation,  all  construction  con¬ 
tracts  awarded  by  grantees  and  subgrantees 
In  excess  of  $2,000  shall  Include  a  provision 
for  compliance  with  the  Davis-Bacon  Act 
(40  n.S.C.  276a  to  a-7)  and  as  supplemented 
by  Department  of  Labor  regulations  (29 
CFTi,  Part  5).  Under  this  Act  contractors 
shall  be  required  to  pay  wages  to  laborers  and 
mechanics  at  a  rate  not  less  than  the  mini¬ 
mum  wages  specified  in  a  wage  determina¬ 
tion  made  by  the  Secretary  of  Labor.  In  ad¬ 
dition,  contractors  shall  be  required  to  pay 
wages  not  less  often  than  once  a  week.  The 
grantee  shall  place  a  copy  of  the  current  pre¬ 
vailing  wage  determination  issued  by  the 
Department  of  Labor  in  each  solicitation  and 
the  award  of  a  contract  shall  be  conditioned 
upon  the  acceptance  of  the  wage  determi¬ 
nation.  The  grantee  shall  report  all  suspected 
or  reported  violations  to  the  grantor  agency. 

g.  Where  applicable,  all  contracts  awarded 
by  grantees  and  subgrantees  in  excess  of 
$2,000  for  construction  contracts  and  in  ex¬ 
cess  of  $2,500  for  other  contracts  which  in¬ 
volve  the  employment  of  mechanics  or  labor¬ 
ers  shall  Include  a  provision  for  compliance 
with  sections  103  and  107  of  the  Contract 
Work  Hours  and  Safety  Standards  Act  (40 
U.S.C.  327-330)  as  supplemented  by  Depart¬ 
ment  of  Labor  regulations  (29  CFR,  Part  5). 
Under  section  103  of  the  Act,  each  contractor 
shall  be  required  to  compute  the  wages  of 
every  mechanic  and  laborer  on  the  basis  of  a 
standard  work  day  of  8  hours  and  a  standard 
work  week  of  40  hours.  Work  in  excess  of  the 
standard  workday  or  workweek  is  permissible 
provided  that  the  worker  is  compensated  at  a 
rate  of  not  less  than  1 times  the  basic  rate 
of  pay  for  all  hours  worked  in  excess  of  8 
hours  in  any  calendar  day  or  40  hours  in  the 
work  week.  Section  107  of  the  Act  is  appli¬ 
cable  to  construction  work  and  provides  that 
no  laborer  or  mechanic  shall  be  required  to 
work  in  surroundings  or  under  working  con¬ 
ditions  which  are  unsanitary,  hazardous,  or 
dangerous  to  his  health  and  safety  as  deter¬ 
mined  under  construction,  safety,  and  health 
standards  promulgated  by  the  Secretary  of 
Labor.  These  requirements  do  not  apply  to 
the  purchases  of  supplies  or  materials  or 
articles  ordinarily  available  on  the  open  mar¬ 
ket,  or  contracts  for  transportation  or  trans¬ 
mission  of  intelligence. 

h.  Contracts  or  agreements,  the  principal 
purpose  of  which  is  to  create,  develop,  or  im¬ 
prove  products,  processes  or  methods;  or  for 
exploration  into  fields  which  directly  con¬ 
cern  public  health,  safety,  or  welfare;  or 
contracts  in  the  field  of  science  or  tech¬ 
nology  in  which  there  has  been  little  signifi¬ 
cant  experience  outside  of  work  funded  by 
Federal  assistance,  shall  contain  a  notice  to 
the  effect  that  matters  regarding  rights  to 
inventions,  and  materials  generated  under 
the  contract  or  agreement  are  subject  to  the 
regulations  issued  by  the  Federal  grantor 
agency  and  the  grantee.  The  contractor  sh€ai 
be  advised  as  to  the  source  of  additional  in¬ 
formation  regarding  these  matters. 

i.  All  negotiated  contracts  (except  those  of 
$2,500  or  less)  awarded  by  grantees  shall  In- 
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clu4te  ft  provision  to  the  effect  thftt  the 
giftntoe,  the  FedenJ  grantor  agency,  the 
Ccunptix^er  OMieral  of  the  United  States,  or 
any  of  thetr  dnly  authorized  representatives, 
shall  have  access  to  any  books,  documents, 
papers,  and  records  of  the  contractor  which 
are  directly  pertinent  to  a  spedflc  grant  pro* 
gram  for  the  purpose  of  making  audit, 
examination,  excerpts,  and  transcriptions. 

J.  Each  contract  of  an  amoimt  in  excess  of 
$2,600  awarded  by  a  grantee  or  subgrantee 
shall  provide  that  the  recipient  will  comply 
with  applicable  regulations  and  standards  of 
the  Cost  of  Living  Council  in  establishing 
wages  and  prices.  The  provision  shall  advise 
the  recipient  that  submission  of  a  bid  or  offer 
or  the  submittal  of  an  invoice  or  voucher  for 
property,  goods,  or  services  furnished  under  a  •• 


contract  or  agreement  with  the  grantee  ahaii 
constitute  a  ceriUlcation  by  him  that 
amounts  to  be  paid  do  not  exceed 
allowable  levels  authorlaed  by  the  Coat  of 
Uvlng  OotmcU  ngulatlons  or  standards.  Vio¬ 
lations  Shan  be  r^xnted  to  the  grantor 
agency  and  the  local  Internal  Revenue  Serv¬ 
ice  field  olBoe. 

k.  Contracts  and  subgrants  of  amounts  In 
excess  of  $100,000  shall  contain  a  provision 
which  requires  the  recipient  to  agree  to  com¬ 
ply  with  all  applicable  standards,  mrders,  or 
regulations  issixed  pursuant  to  the  Clean  Air 
Act  of  1070.  Violations  shall  be  reported  to 
the  grantor  agency  and  the  Regional  Office  of 
the  Environmental  Protection  Agency. 

[FR  Doc.74-12436  Filed  6-30-74:8:46  am] 
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